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Scanning Controllership Scene 








Some Standards Are Set for Purposes of Comparison 


The standing of a controller in his own company is 
pretty much of an individual problem, which only the 
controller himself can handle. All that an organized body 
of technicians can do, such as The Controllers Institute 
of America, is survey current practices, and present in- 
formation to controllers generally as to what advanced 
standards of performance are—how the most successful 
controllers are handling the functions which come under 
their authority, what authority they have, and other de- 
tails. With this information in hand any controller may 
readily determine how his own situation compares with 
that of other controllers. The Committee on Ethics and 
Professional Standing, of The Institute, presents a re- 
port in this issue which it is hoped will be helpful along 
those lines. 


Still another decision by a United States Circuit Court comes to 
hand, on the subject of taxable gains arising from a company’s 
dealings in its own stock. This is the third decision on this subject 
within three months—and they all differ in their conclusions. See 
the statement of the latest case, in this number. It would seem that 
a final ruling by the United States Supreme Court on this subject 
should be sought. 


Annual wages for factory workers is a subject that is claiming 
considerable study. A controller reports that the employees of 
one company recently asked that all overtime wages be retained 
and paid to them in periods when they were working less than 
the normal hours. It is a step toward the annual level wage. 


Vacation Pay a Problem 


Controllers at this season have a problem on their 
hands in accounting for vacation pay of factory work- 
ers. A company must hire new workers when regular 
employees are away, or must ask other employees to 
work longer hours, if the business is running at normal 
volume. Some companies accumulate a reserve through 
the year from which the vacation payments are made. 
When wage bonuses are based on efficiency the calcu- 
lation of the money which should be paid during the 
vacation period is sometimes somewhat complicated. 


Disposition of unabsorbed overhead during this depression period 
when production is below normal is a problem which is claiming 
the attention of many controllers. The handling of this unabsorbed 


overhead expense item becomes a vital factor in an income and 
expense statement. A controller reports that many accountants set 
up this item as a deferred charge, carrying it as an. intangible asset 
in the hope that it can be absorbed in a period of prosperity, through 
over-absorption. This controller adds: “I know of one firm which 
was wrecked because dividends were paid on fictitious or paper 
profits directly as a result of this procedure.” What kind of account- 
ing is this? 


Let Taxpayer Have Voice 


The idea is being advanced in several quarters that the devis- 
ing of a scientific federal tax system should be entrusted to the 
laboratory of a national tax commission which would represent 
taxpayers as well as tax collectors. In other words, many be- 
lieve that the writing of tax laws should be taken out of the 
hands of the tax collectors, at least to the extent of giving the 
taxpayer some small voice. It may be naive even to think of 
such a thing, but who knows but that a few steps in that direc- 
tion may be taken some day. 


Two months later than we hoped we offer in this 
number the article on distribution costs by Mr. Philip 
Saunders, certified public accountant, of Boston. This 
subject is one which has been developing slowly in re- 
cent vears—one to which controllers are devoting much 
thought. The presentation by Mr. Saunders is stimulat- 
ing and thought provoking. 


Noting a Definite Trend 


"The time has come to use accounting for managerial control, 
taking it out of muscle-bound, backward balance sheet presentation 
and making a living, current expression of management out of it. 
Of course to do this a real man is needed in the driver's seat, and 
that man should be a controller who is as good an engineer as he 
is an accountant.” .... Thus writes Mr. Fred V. Gardner, of 
Milwaukee, a management consultant. This sentiment is being ex- 
pressed more and more, and comes from many sources. It seems 
to indicate a definite trend of thought. 


Along that line, Mr. J. H. Black, of Bailey Meter Company, 
Cleveland, writes: “The real problems which face controllers are 
not ones to which answers can be found in books—nor in public 
speeches for that matter. A large part of the value of The Con- 
trollers Institute of America, in my estimation, is the opportunity 
afforded for acquaintanceship and for swapping off-the-record 
hints as to how the more subtle problems are sometimes ap- 
proached and surrounded. It seems to me that The Institute 
should use every means to develop and extend these personal 
contacts.” 
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N outstanding feature of the course in Ac- 
A counting offered by the International Ac- 
countants Society, Inc., is the Resident Final Ex- 
amination, which each student must pass before 


his diploma of graduation is issued. 


The Resident Final Examination Plan was in- 
augurated in April, 1925, and every student en- 
rolled for the ninety-lesson I. A. S$. Course since 
that time is required, after finishing the work on 
his course, to take an examination held under the 
personal supervision of a Certified Public Ac- 
countant (or, if a C. P. A. is not available, an 
Attorney at Law) either in the student’s home 


city or in an adjacent city. 


Just prior to the date of examination, the 
necessary examination questions and all blank 
forms for the candidate’s working sheets, sched- 
ules, statements, and other papers required for 
the solutions, are mailed to the supervising 
C. P. A., as a confidential communication be- 
tween himself and the I. A. S. 


The examination material is handed to the 
student at the beginning of the examination pe- 
riod. It is the supervisor’s obligation to be cer- 
tain that the student completes the examination 
without having access to textbooks, notes, or 


any outside help. 


When the examination is finished, the papers 
are turned over to the supervisor, who forwards 
them to the International Accountants Society, 
Inc., in Chicago, where final judgment as to the 
student’s eligibility for a diploma is made by the 
I. A. S. Faculty. 


The same examination is never given the sec- 


ond time in the same city. 


The Resident Final Examination Plan assures 
prospective employers that I. A. S. graduates 
possess a thorough, tested knowledge of Ac- 


counting. 


Upon request, we will gladly mail our booklet, “ACCOUNTING—The Way to Business Suc- 
cess,” to anyone who is interested in obtaining full information regarding I. A. S. training. Ad- 
dress the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois. 


INTERNATIONAL ACCOUNTANTS SOCIETY 


INCORPORATED 


A Division of the 
ALEXANDER HAMILTON INSTITUTE 
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Leditort.al Comment 


N navigating among the shoals of life, one must 
either be constantly sounding, ready to come 
about quickly, or one must have a chart. Those in 
charge of policy for an enduring institution, oper- 
ated for the benefit of many men of major position 
in business enterprise, should be able to lay the 
course with confidence. Such is the obligation of 
the Controllers Institute, its officers and directors. 
Occupied in other things that consume their thought, 
these officers can not give the time and energy re- 
quired to imagine things somewhat distant from 
their own range of responsibility. The idea, the plan, 
and the pattern require organization and administra- 
tion, but there is always the question of timing the 
different portions of the pattern. 

As The Institute is organized, this important job 
of timing rests with the Planning Committee, which 
has been actively at work on its assignment for sev- 
eral months. The first report of the committee was 
submitted to the directors at a meeting held on June 
30, and copies are in the mail for the entire member- 
ship. This report establishes for the first time pro- 
posed long-range objectives of The Institute, and an 
accompanying letter to members invites constructive 
suggestions upon which further action might prop- 
erly be taken at the annual meeting in September. 


In presenting this report the committee recog- 
nizes the importance of freedom of expression and, 
further, that many alternatives will be suggested by 
members which provide different roads to the same 
objective. It admits that there should be no rigidity 
in the pattern and that it should be sufficiently elastic 
to meet unforeseen obstacles to its accomplishment. 
The Board of Directors, in its acceptance of this re- 
port, recognizes that while the final objective should 
be definite, the details must be fluid and kept so 
throughout, and that the means of attaining the end 
may well vary according to the times and conditions 
in which they are applied. If the ultimate objective 
is right, any proper means to promote it is desirable; 
and with the pattern clearly in mind, the class into 
which a suggestion falls is obvious at once. 

Here is an opportunity for members of The Insti- 
tute individually to take an active part in formulat- 
ing general policy. A frank expression of judgment 
is what headquarters’ staff requires to broaden Insti- 
tute service. It is hoped that members will thought- 
fully analyze the report in the sense that no vision is 
self-evident or it would not be a vision, and that no 
pattern is obvious or it would not be worth under- 
taking. HENRY C. PERRY 
President, Controllers Institute of America. 
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Controllers’ Committee Emphasizes 
Some General, Standard Routines 


Periodical Checking in Light of New Knowledge of Ends To Be Reached Seems Ad- 
visable—Lines of Authority Often Can Be Re-aligned, Control Factors Emphasized, 
to Great Advantage—Report of Committee on Ethics and Professional Standing. 


+ a report presented here is the 
work of the Committee on Ethics 
and Professional Standing, of The 
Controllers Institute of America. It 
represents several months of stud) 
and investigation on the part of 
members of the Committee, with re- 
spect to the responsibilities of the 
controller, his relations with various 
departments of his company, the de- 
gree of authority he exercises in cer- 
tain situations, and the ways by which 
he may improve certain routines for 
the purpose of effective control of 
certain operations. This is all based 
on current practices, and is of neces- 
sity somewhat general as it is in- 
tended to apply to many different 
lines of business. No action on the re- 
port has been taken as yet by The 
Institute. 

The Committee had the benefit of 
the experience and comments of rec- 
ognized authorities and leaders in the 
various fields of work described in 
this report. The men consulted are 
specialists—men who while not in 
professional work as such, are in a 
position to know what practices are 
being followed by forward looking 
companies. An attempt was made to 
keep the suggestions on a purely prac- 
tical basis, and only a few of the 
more important functions of the con- 
troller are dealt with. 

The purpose which the Committee 
had in mind was to evolve something 
which would be immediately useful 
to controllers, and at the same time 
informative for other officers, execu- 
tives, and department heads of busi- 
ness concerns. 

The Chairman of the Committee, 
under whose direction the work was 
done, is Mr. Henry F. Storck, of 
Ford, Bacon & Davis, Inc. The Com- 
mittee members are: 


DaniEL A. BEATON, East Lynn, 
Massachusetts; Roy S. HOLDEN, 
Public Service Company of Northern 
Illinois; FRANK B. HuTTON, Spool 
Cotton Company; RICHE H. JOHN- 
SON, Socony-Vacuum Oil Company, 
Inc.; FRANCIS W. RAUHE, American 
Chicle Company; GeorGE H. RIcH- 
ARDS, Celluloid Corporation; FRED H. 
Troup, RCA Manufacturing Com- 
pany, Inc.; W. C. TURNER, The Cur- 
tis Publishing Company; F. A. ULMER, 
Monsanto Chemical Company; Mar- 
TIN E. WAGNER, Graybar Electric 
Company, Inc.; EUGENE F. WALSH, 
Universal Pictures Corporations. 

—THE Epiror. 


In its report to the Sixth Annual 
Meeting held in New York City in 
October, 1937, your Committee re- 
ported that, as a result of its study, it 
concluded that any endeavor to es- 
tablish the controller as a statutory 
officer by working for the amendment 
of state laws and regulations would 
meet with no appreciable success since 
all forty-eight states would have to be 
approached and no particular incentive 
could be offered, except the provision 
in the Federal Income Tax Return for 
the signature of the ‘Chief Account- 
ing Officer.” 

There was a further reason for this 
recommendation of your Committee, 
i.e. the feeling that the controller 
could not be legislated into any greater 
responsibilities, nor could his status in 
his own organization be legislated to 
a higher plane. Your Committee felt 
very strongly that the controller's 
status in any organization was to a 
great degree dependent upon the man 
himself, his ability, his degree of ac- 
complishment, his cooperation tem- 
pered with a firmness that promptly 


achieved desired results, and, over all, 
so conducting himself and his depart- 
ment as to engender throughout the 
organization admiration and_ respect 
for his work and his opinions. 

The “Chart of a Typical Organiza- 
tion of a Corporation” presented to 
the Annual Meeting by your Com- 
mittee, which was reproduced in the 
1937 Year Book of The Institute, il- 
lustrates graphically the relative posi- 
tion of a controller compared with 
that of other statutory officers, both 
from an organization point of view 
and according to functional responsi- 
bilities. The dotted lines on the chart 
indicate the controller's normal con- 
tacts with other departments and ac- 
tivities of a corporation, as well as 
his direct contact with the Board of 
Directors. Your Committee recom- 
mended that each controller make up 
an organization chart of his own, 
showing the present lines of authority 
and departmental activities, and also 
what the duties and responsibilities 
normally and properly should be in 
the light of present day practice and 
experience, thus visually accentuating 
any duplication of effort, responsibility 
or authority, or lack thereof. 


CONTROLLER'S FUNCTIONS 
AND AUTHORITY 

In considering what your Commit- 
tee might do in a further effort to en- 
hance the standing of the controller in 
his own organization, your Committee 
felt it would be helpful to discuss 
some of the functions falling under 
the direct authority of the controller, 
in order to bring to the attention of 
the members some points they might 
well consider in an effort to do a con- 
structive job within their own organ- 
izations. Naturally, with the diversity 








of business and industry represented 
by the membership, the discussion can 
be only in broad generalities but, at 
the same time, it is felt that the fol- 
lowing should be brought to the at- 
tention of the members. 


Commercial Accounting 


The commercial accounting work of 
any organization, in charge of the 
commercial accountant, some times re- 
ferred to as general accounting in 
charge of the general accountant, or 
chief accountant, is assumed to record 
the operations of the corporation in 
a manner that will clearly and ac- 
curately reflect all transactions. Clar- 
ity and accuracy are not alone the re- 
quirement and demand of the corpo- 
ration itself. but of its directors and 
stockholde:s, the federal, state and 
loca! tax laws which exact a tax on 
income, on the right to do business, 
and on property; the federal and state 
social security laws, the federal and 
state regulatory bodies, Securities and 
Exchange Commision regulations, and 
others. Add to the required clarity 
and accuracy the time element, which 
is fixed by a dead-line date for almost 
every required report, and the natural 
result is that the controller, as a re- 
sponsible individual, faces a consider- 
able burden. 

There is no doubt that the controller 
can lighten this burden by steps he, 
himself, can and should inaugurate. 
As an aid in accomplishing the de- 
sired result, he can have his commer- 
cial accountant prepare a summary, or 
perhaps a chart showing in diagram- 
matic form what information comes to 
the Commercial Accounting Depart- 
ment, the character and form of such 
information, its sources and routing, 
the purposes sought to be served by the 
information, the number of and rea- 
sons for the approvals before the 
information may be accepted by the 
Commercial Accounting Department 
as authoritative, and its handling after 
it reaches that department. 

Many times it will be found that 
duplication of paper work exists, that 
two or more forms can be consoli- 
dated into one form, thereby affording 
a more complete picture and doing 
away with a certain amount of need- 
less paper work; that there is confu- 
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sion because lines of responsibility in 
other departments or between depart- 
ments either cross or are to some ex- 
tent duplicated because they are not 
sharply defined; and that information 
regarding certain phases of the opera- 
tions comes in part from two or more 
sources and must be put together by 
the Commercial Accounting Depart- 
ment as a complete picture before it 
can function instead of coming from 
possibly one definite source. 

The time element, from the stand- 
point of the receipt of the information 
from the various departments, branches 
and plants, is of importance and calls 
for cooperation from the entire organ- 
ization. The required results can best 
be achieved if a schedule is set up 
specifying the dates on which par- 
ticular information or reports are to 
be received by the Commercial Ac- 
counting Department, and the various 
executives, department heads, plant 
and branch managers advised of such 
schedule. The arrangements made 
should provide that if the transmittal 
of specific information is delayed, im- 
mediate notice of delay and anticipated 
date of transmittal be given the Com- 
mercial Accounting Department, in 
order to avoid the time and effort that 
would be expended by that depart- 
ment in running down whether or 
not such item had been received and, 
upon its not being found, directing 
inquiries to the source of the item to 
establish whether or not it had been 
transmitted. In other words, beat 
the procedure down to a more or less 
automatic routine with positive action 
required at the source in the event of 
delay, to avoid needless expenditure 
of time on the receiving end. If, from 
certain sources, certain reports are con- 
stantly received later than specified, 
it is incumbent on the controller to 
find out why and either to change the 
specified receiving date or perhaps to 
cure the situation by instituting 
changes in the form or character of 
the required information within the 
bounds, of course, of the time element 
involved and the scope of the in- 
formation required. 


Cost Accounting 


Proper cost accounting work is a 
vital factor in the operation of any 


business and one that here can be 
dealt with in generalities only. Many 
of us have seen cost systems varying 
from the peak in number of per- 
sonnel and mechanical equipment, 
which provide the nth degree of in- 
formation, down to the system carried 
on by a small number of people 
sketchily attempting to take care of 
what are considered to be the major 
factors and ignoring those considered 
minor but which, because of their 
number, possibly should have equally 
important consideration in the whole 
cost picture. 

The controller can well afford to 
devote some time to a consideration 
of the desirability of having any but 
the most rudimentary cost accounting 
system in his company. It may seem 
axiomatic that a really good system is 
necessary in any event, but such is 
not always the case; any system, to 
survive, must justify the cost of its 
installation and operation. Commer- 
cial companies are in business to pro- 
duce profits for their stockholders and, 
in the long run, all procedures and 
systems must be designed with that 
objective in view. 

In this connection it is to be noted 
that in but few instances, primarily 
in the case of patented products, does 
cost determine selling price. Cost is 
the deciding factor as to whether or 
not the company stays in business on 
a profitable basis. Selling prices are 
usually determined by competitive con- 
ditions. 


Cost FIGURES VALUABLE FOR 
CONTROL PURPOSES PRIMARILY 


Modern cost systems are valuable 
for the purpose of control and should 
be so laid out that they afford operat- 
ing executives a means of determining 
where reductions can and must be 
made if the company is to survive 
profitwise. The system installed must 
be neither unnecessarily burdensome 
as to the clerical cost of keeping it up, 
nor unnecessarily involved in what 
might be termed “red tape.” If these 
conditions occur it will be found that 
in the first depression the manage- 
ment’s tendency will be to eliminate 
the entire system. In some instances 
it would seem that cost systems have 
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been installed solely for the purpose 
of obtaining figures, rather than for 
the purpose of obtaining the controls 
which are necessary if a competitive 
business is to be operated on a profit- 
able basis. 

The controller can, in this connec- 
tion, do a most constructive piece of 
work for his organization by making 
an analysis of what is done, why it is 
done, the answers arrived at, and 
whether or not the answers are as 
worthwhile and as accurate as it is 
practical to have them and serve the 
purposes for which they are intended. 

We all know that the system should 
be so geared that costs are promptly 
available, that there must be no lag 
in providing the required answers, or 
they are useless. 

The controller can well afford to 
make a survey of the operations of his 
cost system, beginning with the source 
of the information and carrying it 
through all of the operations resulting 
in the final answers, keeping in mind 
the old axiom that a straight. line is 
the shortest distance between two 
points. Consolidation of forms may 
help reduce the volume of paper work. 
Too much centralization may have cre- 
ated bottlenecks causing delays in the 
receipt of information or peaks and 
valleys in the flow thereof, and conse- 
quently in the cost work, thus pos- 
sibly distorting the answers determined 
from the data supplied by the sys- 
tem. 

The necessity very definitely exists 
for the establishment of a routine, and 
for the education of those concerned 
as to what this routine is and, more 
particularly, the necessity for meeting 
time schedules. The latter is deemed 
of sufficient importance to recommend 
that some one person connected with 
the cost accounting work be designated 
to receive and check the receipt of all 
information and reports and, if they 
are not received on time, to take im- 
mediate steps by telegraph or tele- 
phone to check on the status of their 
preparation. 


Basic DATA Must BE ACCURATE 


The necessity for accuracy has been 
commented on above, but it should 
be borne in mind that it is not possible 
for a system to be more accurate than 
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is the basic data, such as the charging 
of time and material to jobs or ac- 
counts. It is quite possible for a 
system to be well tied in from a 
monetary point of view, but inmaccu- 
rate from a cost point of view. So 
long as all of the employes’ time and 
all material requisitions are accounted 
for, it may be said that the system 
will be accurate accountingwise, but 
if that time or those material requisi- 
tions bear the wrong job or account 
number, the system will be inaccurate 
cost-wise. 

It is desirable, necessary in fact, that 
the cost accountant make the necessary 
arrangements to insure the accuracy of 
the basic data from which his costs are 
compiled. In general, stores distribut- 
ing clerks do not have sufficient data 
to check the charge numbers shown on 
the requisitions. Their duty is to see 
that such requisitions bear the proper 
approval and that the specified quan- 
tity is issued. It should be the duty 
of the person approving that requisi- 
tion to satisfy himself that the charge 
has been allocated to the proper job 
or account. If that charge is not 
correct, then all subsequent conclu- 
sions derived from that data must nec- 
essarily be incorrect. The tendency of 
many cost accountants is to spend a 
great deal of time on the allocation 
of overhead to jobs or accounts and 
carry that distribution to the fourth 
decimal place, when the basic time and 
material charges might not be correct 
even to units. A careful perusal of 
any standard text book on precision 
of measurements will be of material 
assistance in this respect. 

We all know that there are several 
basic kinds of cost systems and in- 
numerable’ variations thereof. The 
basic kinds might be classified as job, 
process, standard, and estimated, and 
one of the variations might be, for 
example, a variation of the process 
cost system in a foundry, whereby the 
cost of castings is collected by piece- 
weight groups, such as all castings less 
than 5 Ib., those above 5 and below 
25 lb., and so on. 


CONTROL Must BE First 
CONSIDERATION 


The determination of the system to 
be installed in any particular company 





warrants detailed study, as it should be 
realized that if the wrong system is 
installed the end result is apt to be 
considerable expenditures for clerical 
work and no worthwhile operating 
control. Many considerations enter 
into this decision and the objective 
of the cost system, i.e., control in 
most cases, must always be kept in 
mind. Special situations may arise, 
such as, for example, the manufacture 
of special machinery, “where the 
method of picking up costs may have 
to be tied in with the method of esti- 
mating, otherwise it would be quite 
impossible to check costs against pre- 
viously made estimates. 

Analysis of the resulting figures ob- 
tained from a good cost system affords 
a degree of control probably not at- 
tained by any other method, and the 
controller can be of great help to the 
operating division of the business by 
correctly analyzing the figures obtained 
by his cost accountant. To some op- 
erating executives the exact meaning 
of overhead figures is somewhat hazy. 
They operate on what might be termed 
a physical basis, i.e. men, machines, 
and conditions which they can see or 
feel, and not on what they read in a 
report. The clarification and simplifi- 
cation of cost figures to such execu- 
tives by the controller is one of his 
major duties. 

Another situation in which the con- 
troller can be of great help to his com- 
pany is in the matter of how much 
the selling price can be reduced in 
times of stress, in order to keep the 
factory going and not jeopardize the 
company’s cash position to any dan- 
gerous extent. It is all very well to 
take some additional work at a price 
that covers labor and material and a 
small part of the overhead, on the 
theory that the overhead would exist 
in any case, and that any amount of 
money received over the direct labor 
and material cost is profit. This line 
of reasoning is possibly all right up 
to the point that more and more work 
is taken on this basis, leaving no 
regular backlog to absorb the fixed 
overhead which necessarily exists. The 
relations between the controller and 
the Operating Department should be 
of such nature that matters such as 
these can be pointed out by the former 
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in order actually to save the latter from 
themselves. 


Auditing 


Auditing here refers to periodic 
checking of the records in the keeping 
of branch offices, plants, warehouses, 
and the like, by representatives of the 
controller, for the purpose of verify- 
ing the accuracy of the accounts and 
the statements made up therefrom, pre- 
venting defalcations of cash or ma- 
terials, and checking on the accuracy 
and efficiency of methods and routine, 
commonly known as “paper work.” 

The scope and frequency of such 
audits is a much debated question. 
Many corporations extend the detail 
of such auditing work to such a de- 
gree that the cost of it is entirely out 
of line with the results achieved, plus 
the fact that, due to the length of 
time required to do the work, there 
is such a lag to its completion that its 
value is questionable. In some cases 
there is included in the scope of the 
work of the auditors the matter of 
passing on personnel at the branches 
and plants visited, which is a serious 
mistake. Over all, the type of man 
engaged in such work may be able to 
pass judgment on those filling more 
or less minor clerical positions, but 
certainly should not be called upon 
to pass judgment on those in the 
higher classifications. 

To be worthwhile and of value to 
the controller, the audits should be 
available to him within the shortest 
possible time, for which reason it is 
desirable that the scope of the audits 
be confined to a verification of those 
transactions affecting accounting pro- 
cedure. To obtain such limited scope 
a system of control should be used 
with the classification of accounts, and 
systems of procedure should be in- 
stalled for the purpose of reporting 
sales, inventory additions and with- 
drawals, and cash receipts and dis- 
bursements, by the branches and plants, 
to permit the general office to deter- 
mine at all times the standing of the 
branches and plants. From the rec- 
ords thus established a considerable 
part of the auditing in connection with 
the branches and plants could be done 
at the general office, thus confining the 
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field work to a check of such items as 
accounts receivable, inventories, plant 
payrolls, and impressed funds. 


DUPLICATION SHOULD BE AVOIDED 

Care should be exercised to pre- 
vent the general office from duplicat- 
ing the checking of branch and plant 
reports, and the like, which have been, 
or are to be, checked by the auditors. 
Investigation may disclose that there is 
duplication of effort along these lines 
and it may be found that a survey of 
the situation will disclose that the 
work of the auditors at the branches 
and plants can be curtailed and, cor- 
respondingly, the expense of such 
work reduced. 

The auditors can very well be used 
as liaison factors between the con- 
troller and the branches and plants in 
checking on the information required 
by branch and plant officials from the 
controller and in establishing ways and 
means for speeding up the informa- 
tion required by the controller for in- 
clusion in his account work. These 
auditors, if of the right type and per- 
sonality, can help establish a feeling 
of good will and cooperation on the 
part of the branch and plant officials 
toward the controller, if the controller 
will educate these auditors as to the 
statements and_ statistics for which 
these officials look to the controller. 
This can be done by having these audi- 
tors explain to the branch and plant 
officials any unusual circumstances in 
connection with statements and _sta- 
tistics which, on their face, would not 
be apparent to such officials unless 
they were figure-minded. 


Statistical 

Here again there is presented to 
the controller an avenue for making 
a constructive effort by periodically 
culling out operating motions hav- 
ing as the end result a multitude of 
statements and compilations incor- 
porating a mass of figures which, by 
their volume, defeat any worthy 
purpose. It is a simple matter from 
time to time to add this, that, and 
the other requirement to the work 
of this department at the request of 
this, that, and the other department 
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head, only to be confronted by the 
fact that, for no apparent reason, it 
seems to take longer and longer to 
turn out the information which pre- 
viously had been produced rather 
promptly. These gradual additions 
build up a volume which is bound to 
become cumbersome and, unless con- 
structively checked, result in addi- 
tions to personnel and equipment in 
order to maintain time schedules for 
really necessary information. 

A periodic analysis as to source 
and kind of information received, its 
handling and the end results, will 
accomplish much in preventing a 
duplication of effort and step up the 
production of the end results. Con- 
solidation of certain reports into 
one by slight modifications may re- 
sult in one report serving the pur- 
poses of two or more theretofore re- 
quired. A friendly, but really search- 
ing, discussion with department 
heads as to their need for, and the 
purposes of, the information they re- 
quire may result in elimination or 
at least modification. 

Investigation may disclose that 
here and there in plants and branch 
offices are tucked away groups of 
clerks keeping records and fashion- 
ing information therefrom into sta- 
tistical statements of various kinds, 
which statements might very well be 
prepared at the home office by the 
Statistical Department. Curing such 
situations can at times represent a 
considerable saving. 


Bud gets 

Experience shows that too fre- 
quently the controller has not recog- 
nized the needs of the operating de- 
partments of a business for the type 
and timeliness of accounting and 
cost data for the purpose of current 
cost control and reduction. For ex- 
ample, the overhead expenses are not 
broken down into variable, semi- 
variable and non-variable classifica- 
tions. Nor are the variance accounts 
set up on the same basis. Nor can 
the operating departments currently 
adjust and correct situations and 
methods to attain budgeted objec- 
tives if the analysis of the variances 
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from the standards and budgets is 
presented three to four weeks after 
the end of the month. 

Daily charting of some of the data 
helps to determine and visualize the 
trends. The budgets in many cases are 
not corrected or adjusted for the cur- 
rent rate of activity, so that the com- 
parison of the actual figures with the 
budget and the developed variances 
are only a guide and not a real com- 
parison. 

In general, the technique of pro- 
duction accounting and budgeting is 
so far ahead of that for sales ac- 
counting there is literally no com- 
parison. Profit and loss accounts are 
not developed by sales divisions. 
Standards have not been developed 
for sales expense. Costs per sales 
call, per salesman, per product class, 
or per territory, or the costs of se- 
curing and handling small orders 
have not been developed. Warehous- 
ing and trucking expense, branch of- 
fice expense, and the like, all are 
fruitful sources of loss unless stand- 
ards are set and the expenses and 
costs controlled. 


PROFIT AND Loss ACCOUNT BY 
SALES DIVISIONS 

In ome case an examination 
showed that a company doing a na- 
tional business annually of approxi- 
mately $100,000,000, whose sales op- 
erations were conducted in several 
different types of markets and whose 
products were distributed by several 
district sales divisions, had no profit 
and loss account by sales divisions. 
An analysis and creation from the 
company’s own records of a profit 
and loss statement by sales divisions 
showed that more than half of the 
sales divisions were operated at a 
loss, yet the company’s profit and 
loss statement showed a profit due 
to the offsetting of the losses by the 
profitable sales divisions. 

Much of the accounting data 
seems to be set up for accountancy’s 
sake, not set up so as readily to de- 
velop trends for purposes of ready 
control and regulation. It is incum- 
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bent on the controller to interpret 
points and explain the meaning of, 
and reasons for, the variances. Un- 
less the figures are cumulative and 
the comparisons are made both cur- 
rently and cumulatively, they are 
quite apt to be meaningless. 

Too many long, detailed, unco- 
ordinated, poorly presented state- 
ments are sent to busy executives, 
many of whom, particularly sales 
executives, are not figure-minded. 
The appalling array of figures and 
Statistics sets up an inherent resistance 
in them. They try, as a matter of 
duty, to study and understand them, 
but their pride prevents them from 
asking for explanation by the con- 
troller. In any event, the statements 
have failed to serve their purpose, 
i.e., to provide a ready means for 
executive control. 

The intelligent use of charts, bar, 
line and ratio types, is frequently 
quite helpful in getting the story 
across that the figures tell. 


LacK OF AUTHORITY HARMFUL 

It is frequently found that the 
reason budgetary control and reg- 
ulation is not functioning satisfac- 
torily is due to failure to realign the 
organization so that authority goes 
with responsibility. The budget fixes 
the individual responsibility but un- 
less the individual charged with the 
responsibility has direct authority 
over those functions and members 
of the organization creating the ex- 
penses or the costs, his attempt at 
control to meet the budget objec- 
tives is quite apt to be futile unless 
he is a forceful and direct individual, 
and then organization strains appear. 
Too often the authority is divided. 
There is little use trying to hold an 
executive or department head re- 
sponsible for matters over which he 
has no, or only partial, control. 

This report, it will be noted, touches 
only a portion of the duties and re- 
sponsibilities of the controller, and 
does not attempt to deal with all of 
the duties and responsibilities of that 
officer, as defined by The Controllers 
Institute of America. As the work of 





this Committee proceeds, other func- 
tions of the controller will be dis- 
cussed; also the relations of the con- 
troller with other officers and depart- 
ment heads, and the extent to which 
the controller should participate in the 
management functions of the business 
with which he is connected. 


STUDYING ALLOCATION 
OF CORPORATE INCOME 
BETWEEN STATES 


A Committee has been created by 
the National Tax Association to study 
the problem of devising a uniform 
formula to allocate corporate income 
between those states having a corporate 
income tax, or a franchise tax meas- 
ured by income. Businesses, it is 
pointed out, are often required to pay 
taxes to the various states based on 
more than one hundred per cent. of 
their incomes. 

The Committee, headed by Mr. Leo 
Mattersdorf, of 120 Broadway, New 
York City, has prepared four questions 
which it is circulating among business 
firms, in the hope of obtaining definite 
information on this problem. Persons 
who have formulated their views on 
this subject are asked to express them 
to the Committee. 

The questions: 


1. What formula for allocating corporate 
income between the states, if used by 
all the states, would be particularly 
fitted to your business? Please give 
reasons. 

2. Do you approve of apportionment of 
income by a mathematical formula or 
do you approve of a direct accounting 
method based on your books? Please 
give reasons. 

3. How many different formulae is your 
business now required to use because 
of its activity in several states and 
how much more work do you estimate 
it necessitates to prepare the figures 
for these formulae, than if one formula 
were in use by all the states levying 
a tax based on income? 


4, On what functions of your business do 


you believe it earns its income and 
what percentage of the income earned 
do you assign to each function? In 
other words, how much of the income 
earned by your business do you be- 
lieve is due to the function of selling, 
to the function of purchasing, to the 
function of investment, and the like? 
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An Approach to Problem of Finding 
Unit Costs of Distribution 





Such Information Valuable Chiefly To Large Companies, or Industries 
as a Whole— Separate Unit Costs Must Be Consolidated Into Single Result 
—Production Cost Finding Best Basis—Paper by PHILip SAUNDERS, C. P. A. 


HE paper that follows opens a 

new field of study and investiga- 
tion. MR. SAUNDERS, 4 partner of 
Charles F. Rittenhouse and Company, 
of Boston, presented it before two of 
the Controls of THE CONTROLLERS 
INSTITUTE OF AMERICA—the New 
England Control, on February 21, and 
the Bridgeport Control, on April 6. 
Mr. SAUNDERS /s to be congratulated 
on his presentation of this most im- 


ortant subject. 
P ] —THE EpIiTor. 


In approaching the problem of 
finding unit costs of distribution, it 
is essential to be very clear as to 
what is meant by a unit cost of dis- 
tribution. In production a unit cost 
is understood to be the specific 
amount of cost incurred in the pro- 
duction of a particular unit of prod- 
uct. It not only relates to a par- 
ticular item that has gone through a 
certain series of operations, but it 
can not relate to any item that has 
gone through a different series of 
operations. It may be an actual cost 
or a standard cost. In either case it 
is obtained by detailed analyses of 
expenses and volumes, so that it can 
be neither an average cost nor a very 
arbitrary cost. 

A unit cost is a different thing 
from a departmental cost, or a 
burden rate, or a profit standard. I 
use the term, unit cost of distribu- 
tion, in the same sense. Hence, the 
determination of unit costs of dis- 
tribution is a special subdivision of 
the whole subject of accounting for 
distributive functions and their ex- 
penses. It is a very large and very 
complicated subdivision and can not 
possibly be covered in a brief eve- 
ning. The fact that it is fairly new, 
however, suggests that a comprehen- 
sive view of the subject as a whole 





ought to be an early objective for 
all those who are interested. There- 
fore, I shall describe a few ideas and 
facts that stand out prominently, as 
landmarks, so to speak, in actual ex- 
perience. These ideas and facts are 
not closely related, but in the ag- 
gregate they give no little guidance 
for future development. 


Wuy DEVELOP CosTs OF 
DISTRIBUTION ? 


First, consider the underlying 
reasons for the development of unit 
costs of distribution. There is a 
tendency to ascribe the interest in 
unit costs of distribution to recent 
legislation, such as the N.R.A., the 
A.A.A., the Robinson-Patman Act, 
and the Miller-Tydings Act. How- 
ever correct this view may be, one 
should not overlook some funda- 
mental facts in economic history, 
which can be very briefly reviewed. 

During most of the period which 
has witnessed the growth of account- 
ing in this country, the problems of 
business were problems in produc- 
tion and the expansion of it by 
means of machinery. With more 
and more machinery came more and 
more fixed charges, more and more 
repairs and maintenance,—that is 
more of the indirect expenses. Over 
the years, the philosophy of factory 
burden, of production centers, bur- 
den rates and so on, was evolved as 
a practical means of accounting for 
these increasing machinery costs. 

In most of that time and until 
fairly recently, distribution was sec- 
ondary in interest; it was looked 
upon as general overhead, and as 
long as the gross profit amply cov- 
ered it there was little incentive for 
subjecting it to scientific analysis 
and control. In the later years, how- 


ever, disturbed economic conditions, 
erratic political influences, falling 
prices, reduced production, restric- 
tions in markets, and the natural 
growth of competition have made 
distribution loom more prominently . 
in the executive mind, until today it 
seems to be at least equal in impor- 
tance with production. Since big 
plants need big markets, the effort 
to obtain and keep larger shares in 
the markets has increasingly directed 
managerial attention and the appro- 
priations of funds to the distributive 
side of business. It is estimated that 
the cost of distribution in the United 
States is now nearly as great as the 
cost of production. 


ECONOMIC CONDITIONS PRODUCED 
PROBLEM 


In short, although they are affected 
by legislation, the problems of distri- 
bution are not to be regarded as the 
results of legislative acts; rather, 
they must be recognized first as the 
result of the historical economic 
situation, second as the cause of a 
political reaction that produced the 
laws referred to which reference was 
made. In accounting matters these 
laws rely on a body of knowledge 
supposed to exist elsewhere. They 
neither provide a basis for develop- 
ment nor yet constitute an authority 
in questions of accounting principle 
or technique. Moreover, much of the 
experience to date indicates that the 
particular questions at issue under 
these laws can often be resolved with- 
out recourse to detailed unit-cost find- 
ing. Therefore, while these laws focus 
interest of particular people on par- 
ticular problems and accentuate the 
trend, the true nature and the im- 
portance of the problem that exists in 
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the trend are to be sought in the un- 
derlying economic situation. 

At the outset, therefore, it seems 
quite reasonable to expect that sus- 
tained and useful work can be done 
in this field in a scientific manner 
and with the hope for results of con- 
tinuing value only if the work is 
founded on the underlying economic 
facts, and is carried out with the 
long-range economic problems well 
in view. Such a viewpoint warrants 
and demands more patient and thor- 
ough workmanship than is ordinarily 
given to a problem of immediate ex- 
pediency, such as suddenly arises in 
law suits under legislative acts. 


Witt ReEsuLts JustiFy EFFORT? 

Next, consider the purpose of 
unit cost finding in distribution. It 
is a truism that knowledge of when 
to employ a particular tool and when 
not to employ it are of the essence of 
craftsmanship. Likewise, in the case 
of the technical and complicated me- 
chanics of unit cost finding, it is im- 
portant in the early stages shrewdly 
to estimate their real value and their 
real limitations. Failure to do so 
may seriously harm the cause of 
knowledge, for harm does result 
whenever something is attempted 
that is ill adapted to the available 
technique or quite beyond it. The 
failures through bad judgment lend 
credence to statements that the whole 
thing is impractical. What, then, is 
likely to be the field where unit costs 
of distribution will be advantageous? 
It may be well at the outset in each 
case to inquire 1) what is the real 
purpose in mind? 2) does the end 
justify the time and expense neces- 
sary for a good job of unit cost find- 
ing? 3) is the end likely to be well 
served by reasonably sound unit 
costs ? 

When these questions are asked 
in the cases of particular companies, 
the probability is that a very small 
company will decide it can not af- 
ford the expense, but large and 
medium-sized companies may decide 
that they have much to gain from 
study of unit costs. If the purpose 
of unit costs is to set selling prices, 
there will be many cases where unit 
cost finding is of great value, and 
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there will be other cases where it is 
of little use because selling prices are 
set by factors outside and beyond the 
control of the company. If the pur- 
pose is to regulate expenses, it will 
be seen that this objective may often 
be accomplished by accounting and 
statistical methods which are some- 
what more within the grasp of the 
personnel than are the details of 
sound unit cost work. Therefore, 
unit cost finding in distribution is 
not imperative for each small or 
medium-sized company, although, to 
repeat, it may be of great value in 
many cases and when in the right 
hands. So I think that unless the 
will and means exist to study unit 
costs thoroughly and patiently, they 
are perhaps better left alone. 


PRICE PoLiciEs IMPORTANT 

But when these same questions are 
presented to an industry, or to a 
company that holds a large and 
prominent place place in an indus- 
try, the reaction can be quite differ- 
ent. In the first place, time and ex- 
pense are not prohibiting factors. 
They are to be considered merely in 
relation to the probable benefit to be 
achieved. In the second place, price 
policies become vastly important, for 
within the purview of an industry 
as a whole, long range viewpoints in 
respect to price policies are essential, 
a) in their bearing on the long-run 
return on investment, b) as respects 
intra-industry competition and rela- 
tions, c) as respects competition with 
other industries, and d) as respects 
public relations. 

These are broad economic ques- 
tions with their roots deeply em- 
bedded in the evolution of our 
economic system. It is mainly in con- 
nection with these questions that 
the interest in unit cost finding in 
distribution now arises. Conse- 
quently, it is a fair conclusion that, 
in its present stage, unit cost finding 
in distribution is a matter best suited 
to use in relation to a long range 
problem, such as a long range price 
policy; to a broad viewpoint, such as 
that of an industry as a whole; to 
the substantial financial backing that 
an industry as a whole, or a large 
company, or a government office, can 








provide. At the same time, one may 
fairly conclude that any method of 
study that throws light on these dis- 
tributive problems is well worth 
careful attention, and for that rea- 
son one may reasonably expect that 
it is only a question of time before 


many companies will take up this 
sort of cost accounting. 

The reference to an industry point 
of view leads to a third considera- 


tion, namely, important factors of 


objective and method. A broad point 
of view always requires review of 
the operating and accounting sit- 
uation existing within the industry, 
and it often requires consideration 
of the manner in which the industry 
in question competes with other in- 
dustries. A concrete illustration will 
show the importance of this point, 
and the effect of it on the nature and 
amount of work that is required. 


MILK DIsTRIBUTING BUSINESS 
AN EXAMPLE 

One of our large industries is the 
milk distributing business. Thou- 
sands of companies are engaged in 
it. It is competitive within itself 
and, in the retail trade, it meets 
competition from retail grocery 
stores. It is an industry in which 
governmental regulation has gone 
far. The main item of delivery ex- 
pense is salaries and wages of 
wagon and truck salesmen. A variety 
of methods of remuneration are em- 
ployed, ranging from straight salary 
to straight commission. In comput- 
ing the cost of delivery per quart bot- 
tle of milk as compared, for instance, 
with the cost per half-pint bottle of 
heavy cream, the results may be 
made to vary widely according to 
theories or ideas of accounting. 

For example, Dealer A, paying his 
salesmen on a straight salary basis, 
may be convinced that sales value 
has no bearing on cost of handling 
the product, and he may decide the 
cost, per bottle, of salesman’s wages 
is equal for all bottles, without re- 
gard to size or value. 

Dealer B, paying his salesmen on a 
straight commission of, let us say, 10 
per cent., may be equally convinced 
that wages derive from sales values 
and that sales values do determine 
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cost. He then arrives at a series of 
unit costs for labor which vary di- 
rectly with selling prices. 

The differences between his costs 
and those of Dealer A will neces- 
sarily be great in important items. 
Such differences can and do arise in 
circumstances where all fundamental 
factors such as total expense, total 
volume, total sales value, total work 
done, and so forth, are nearly alike. 
The differences are due to theories 
and not to fundamental facts. 


CONSISTENT METHOD Must BE 
FOUND 

Each of these proprietors might go 
his own way in accounting matters, 
but in so doing each will arrive at 
diverse conclusions. They will not 
meet minds, and they will view 
their common problems through dif- 
ferently colored glasses. They can 
meet minds only with a common 
principle for cost finding. Thus, 
when an attempt is made to arrive at 
a statement of unit costs for an in- 
dustry, a single consistent method 
of arriving at and of stating unit 
cost must be found. It may be the 
method one proprietor uses, or it 
may be a method not anywhere used 
in the industry. The latter is likely 
to be the case, for, generally speak- 
ing, very little has been done on a 
scientific basis, in connection with 
this particular problem, in any dis- 
tributive industry. 

I take it to be a truism which 
time will bear out that unit costs of 
distribution, even for a single com- 
pany, should be developed only 
after reviewing the circumstances 
and ideas current in the industry and 
should be developed along lines 
that are sound for the industry as a 
whole. And, complementing that 
idea, any system of unit costs which 
is not developed on so broad a basis 
will have very limited usefulness, 
and will be of little value in connec- 
tion with the larger issues of the 
industry as a whole, such as general 
price policies, public relations, inter- 
industry competition. This is for 
the reason that such a system of 
unit costs will always be open to 
the criticism that it is particularly 
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adapted to the size and type of the 
single company and is not fair or 
typical for the industry. 


WHEN Two INDUSTRIES MEET 

To complete the case in point, 
consider further the difficult prob- 
lem that arises when two entire in- 
dustries meet at some particular 
point where competition finally be- 
comes strong. Such a case exists in 
many localities where grocery stores 
actively seek to share a large portion 
of the milk and cream market with 
the wagon milk dealers. As the 
competition increases in intensity, 
the question of relative costs, per 
quart of milk, of doing business 
arises. The pressure of the whole 
competition bears on one such ques- 
tion, and large issues are made to 
turn on a few points in accounting 
theory and procedure. 

If there is difficulty in reconciling 
the variety of views as to unit cost 
finding that exist within the milk 
industry, and if there is difficulty in 
reconciling the other variety of views 
that exist in the retail grocery store 
business, how much greater is the 
problem of arriving at a consensus 
on one side which may be fairly 
brought into comparison with a con- 
sensus on the other side? A uniform 
method on both sides would not neces- 
sarily be suited to the different meth- 
ods of operation, yet the theoretical 
basis for comparison between the two 
industries has to be reasonable and 
fair. 

To sum up, since the intra- and 
the inter-industry points of view 
must not be overlooked in unit cost 
finding, the accountants’ work will 
have to include research, develop- 
ment of technical procedures, and 
above all, decisions, that have seldom 
hitherto been required or employed 
in work for a single company. 

With the three foregoing major 
factors as a background, let us now 
take up a few technical points. 


PROBLEMS IN JOINT CosT 
PREDOMINATE 
An obvious fact is that most prob- 
lems in distribution costs are prob- 
lems in joint cost. Yet this character- 
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istic is not fully appreciated. A com- 
mon illustration is provided in the 
case of the salesgirl in a store. Her 
work is usually in connection with a 
particular counter, on which are dis- 
played a variety of articles. She 
seldom is limited to one article, or 
even one type and price range of ar- 
ticle. The manner in which she 
spends her time in selling is not pre- 
determined, but is dependent on the 
time, number, habits and demands of 
the customers. The customers fre- 
quently, if not usually, will require 
her attention to be devoted to two 
or more types of articles simultane- 
ously, as is the case in wrapping and 
change making. The clerk handles 
and sells the products jointly in com- 
binations of number and type which 
vary with each customer. Though 
her total sales, total time, and wage 
are known quantities, there is no 
simple basis for allocating expense 
to products in such a way as to ar- 
rive at a cost for each unit. 

In the case of a traveling sales- 
man, the point is even clearer. In 
that case the salesman carries a cata- 
logue and sells and takes orders from 
each customer for varying amounts 
of the items listed. In another case, 
the store delivery clerk brings a box 
of assorted packages to your door. 
These instances suffice to point out 
how general this fact is. Therefore 
any analysis that is aimed at unit 
costs must take into account the ele- 
ment of jointness in most selling op- 
erations, and it must be developed 
accordingly. On the other hand, 
recognition of this fact helps con- 
siderably in finding’ some order 
where only chaos seemed to be. 


Unit Cost Is COMPOUNDED RESULT 


Another important fact is not al- 
ways clearly recognized, namely,— 
that a unit cost of distribution is a 
compounded result. This idea is 
best explained by two contrasting 
illustrations which bring out the dis- 
tinction between them. In produc- 
tion operations, when one intends to 
ascertain a unit cost, as for instance, 
of a ten-penny nail, one goes to a 
nail factory, then to a particular de- 
partment, then to a machine center, 
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then to a machine, and at last one 
can pick up a ten-penny nail just like 
thousands of others coming from 
the same final operation. To obtain 
the cost of producing that nail one 
follows the expenses and the analysis 
of them through the same series of 
departments and machine centers to 
an amount of expense attributed to 
those particular nails. That amount, 
divided by a known quantity of nails 
produced, gives a cost per nail. For 
all practical purposes it is a definite 
and specific amount of cost. It is 
identical for each similar nail. In 
other words, by analyzing and study- 
ing, one gets down to an irreducible 
minimum of expense applicable to 
the product in question, and that 
is the unit cost. 

In distribution another process takes 
place. The factory ships a wholesale 
lot of nails to a Pacific Coast agency. 
The large order, with large volume 
handling, produces a certain total cost 
for the distribution and a low unit 
cost. A second order goes to a small 
wholesale dealer in Omaha, and the 
relation between smaller volume and 
expense causes a higher unit cost. A 
third order brings a still higher cost. 
This sort of variation multiplies until 
there is at least one different unit cost 
for distribution shown every day. As 
a matter of fact, in practice many com- 
panies recognize some of these facts 
when quoting a series of prices for a 
series of quantities, or when quoting 
location differentials. But, what is the 
unit cost of distribution of ten penny 
nails? Since there are nearly as many 
unit costs as there are orders, there is 
no way of reducing them to a single 
expression except by amalgamating 
them in some way. In more technical 
terms, the only true, single, unit cost 
for distribution that can have a wide 
usefulness is a weighted average of 
all of the individual unit costs that 
actually occurred. 


ONLY APPROXIMATIONS CAN BE 
SOUGHT 


It is impossible, of course, to ascer- 
tain and calculate all the individual 
unit costs for an item. Therefore it 
becomes necessary to identify the na- 
ture, place, cause, and probable extent 
of variations 1) in order that results 
may be based on adequate material and 
2) to develop practical techniques that 
will yield approximations of what good 
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theory demands. Thus, one finds that 
unit-cost finding in distribution re- 
quires a large and important phase of 
study that is not needed in factory cost 
accounting. 

A third conclusion relates to the con- 
cept of overhead. From long experi- 
ence we habitually think of produc- 
tion as coming from a compact, or- 
derly, fairly stable, and therefore clear 
correlation between physical assets, 
employees, and expenses within the 
four walls of a factory. This mental 
grasp is easily attained because the 
classification, departmentalization, and 
subdivision of the business has been 
made to correspond with separate visi- 
ble functions. 

In contrast, the processes of distri- 
bution seem very widespread and cha- 
otic, as though defying the clear-cut 
blue-printing that is applied to a fac- 
tory operation. This, too, is so, for 
the reason that distributive operations 
can not economically be separated into 
particular functions, executed at pre- 
determined points in predetermined 
ways by employees who have but one 
function to perform. 

The bakery’s truck driver, for ex- 
ample, performs the functions of truck 
driver, stock handler, salesman, and 
bill collector. These duties are all 
part of the day’s work, but they are 
not assigned completely and exclusively 
to four separate parts of the day. This 
condition lends support to one of our 
heritages, namely, the idea that dis- 
tributive expense is no more than over- 
head. As a result there still is a wide- 
spread and healthy respect for the 
dollar value of sales or the gross profit 
as bases for allocating expenses to 
products. This idea is easy to grasp 
and economical to operate. It gives 
the appearance of tying in directly 
with the facts in all cases in which 
the expense arises in the form of 
a commission. It is gratifying to 
many volume-minded managers because 
points of loss are not readily uncov- 
ered. This conception of cost being 
directly related to selling price is now 
a great stumbling block in the devel- 
opment of scientific unit cost finding 
in distribution, and it must be dis- 
carded, or greatly reduced in scope, 
before any progress can be made in the 
study of unit costs of distribution. 


Cost ACCOUNTING PRoviDEs BEsT 
BasIs 

Finally, experiments to date justify 

the idea that cost accounting experi- 





ence provides the best basis for work- 
ing out unit costs of distribution. Some 
techniques used in factory accounting 
have no or at least limited use in this 
field, and many new procedures must 
be developed. Yet the cost account- 
ing point of view, and most cost ac- 
counting principles, are extremely 
helpful. 

One principle has been found to ap- 
ply, namely, that many expenses can 
be related to functions and subdivi- 
sions thereof in such a way that a 
basis for cost allocation becomes ap- 
parent. This applies particularly to 
delivery and inventory handling func- 
tions. For a simple example, take the 
distributive functions of warehousing, 
transportation, and delivery. The only 
differences between a factory stock- 
room and a distributive warehouse is 
in location and departmental authority. 
The only differences between a ware- 
house and a delivery truck are in size 
and mobility. 

Referring again to the milk industry, 
during the time that it rests in the 
vehicle the product is in bottles which 
in turn are in cases. During the proc- 
ess of actual delivery to the doorstep, 
however, the bottles often are not in 
the cases. This is entirely true on the 
retail routes and in large part is true 
on the wholesale routes. This situa- 
tion means from an accounting stand- 
point that the unit of handling has 
been changed. 

In such circumstances in the factory, 
the layout would be split into two pro- 
duction centers, but this remedy does 
not yet seem possible on the route. In 
place of an actual subdivision of the 
operation, an analysis of expenses is 
required which identifies and segre- 
gates those expenses which relate to 
the product when it is handled in 
cases, and those which relate to the 
product during the time it is handled 
out of the cases. The division is at 
the point where the driver selects a 
bottle from the wagon preparatory to 
carrying it to the customer’s door step. 


SAME CONTROL OF INVENTORY 

Viewing the entire operation of 
delivery in this light, one sees that the 
process of hauling cases is merely a 
special form of the business of operat- 
ing a movable stockroom. The control 











of the inventory in such a stockroom is 
identical in principle with the control 
of inventory in the chest at the plant. 
There is no reason why the expenses 
incident to the operation of such a 
stockroom can not be allocated to 
product along the lines used in the 
general stockroom. 

Likewise the functions performed 
by people engaged in distributive op- 
erations can be analyzed. Wages and 
salaries are the largest part of selling 
and delivery expense, and offer the 
greatest obstacles to the cost account- 
ant. To date the best clue to solving 
the difficulty this item presents is given 
in the observation that only a part of 
the time of salespeople is spent in ac- 
tual selling. All studies along this 
line in various kinds of business not 
only prove this but give reasonably 
sound ideas of the proportion of time 
spent in selling and the proportion of 
time spent in non-selling activities. 

Furthermore, analysis of the non- 
selling time shows that it is spent 
mainly in caring for inventory and 
equipment, unless it is idle time. As 
with the vehicular expense, there is 
no reason why the labor expense in- 
volved in caring for inventory in the 
store or on the route should not be 
treated on principles essentially simi- 
lar to those used for stockroom ex- 
penses. Though the work itself can 
not be divided, the functions and ex- 
penses can be analyzed and the results 
determined as though actual produc- 
tion centers had been set up. Accord- 
ingly it is important to divide labor 
into two parts, that part representing 
time and expense incurred in selling, 
and that part related to non-selling 
activities. 


ANALYSIS OF OPERATIONS 

The analysis of operations that will 
lead to this separation will, of course, 
have to be adapted to each individual 
situation. It may be helpful in pre- 
senting this idea to describe briefly 
the analyses employed in some early 
attempts to solve this problem. One 
instance occurred in the milk industry. 
A survey of several hundred routes in 
question was made in order to ascer- 
tain among other things such data as 
the following: type of route, type of 
equipment, number of route men, type 
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of locality and customer covered, num- 
ber of customers, number of packages 
sold, time men were employed each 
day, time spent loading, time spent on 
route, time spent in office, and so on. 

Then the route men and foremen 
were asked to consider this question, 
‘How long would it take you to drive 
over your route, going at normal speed, 
but not making any stops for delivery, 
solicitation, collection, or anything 
else, except traffic?” The answers, of 
course, varied, because of differences 
in conditions and lengths of routes, 
and because of variations in judgment. 
But analysis of these answers in con- 
junction with such data as type of 
equipment, length of route, locality, 
and type of traffic, helped considerably 
to find order in them. 

When the results were translated 
into percentages of drivers’ time, there 
was a very marked consensus gained 
from several hundred route men, to 
the effect that about 30 per cent. of 
their time was so spent. The portion 
of the route man’s time that was spent 
only in loading and driving was not 
selling time. It was inventory han- 
dling time. The cost of that much 
time could be added to the other ex- 
penses incident to operating the mov- 
able stockroom that is the vehicle, and 
disposed of in the usual fashion. The 
remainder of the labor expense con- 
stituted the cost of moving inventory 
to customers, and was treated in an- 
other manner. Thus an analysis of 
functions was made and carried into 
the unit costs. 


TIME SPENT ON EACH FUNCTION 


Another instance took place in re- 
tail grocery stores. In this case, cir- 
cumstances were favorable for a spe- 
cialized form of time study, whereby a 
record could be made showing the na- 
ture of the employees’ duties, the 
times performed, the time consumed 
in the performance, and so on. When 
completely tabulated, the record showed 
the amount of time spent on each 
function. Thus the amount of time 
spent in caring for and handling in- 
ventory was ascertained, evaluated, and 
allocated to products in the usual man- 
ner. The cost of time spent in care 
of store, in advertising and display, 
and in selling was found and con- 
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sidered separately. The point is that 
it is possible to analyze selling labor 
and other selling expenses, and to re- 
duce them to components which are 
susceptible to varying degrees of cost 
accounting treatment. The final result 
has an increased soundness that could 
not be obtained by an entirely arbi- 
trary treatment of the total item as a 
whole. 
SUMMARY 

The subject may be summarized as 

follows: 


1) Unit cost finding in distribution is 
in its very earliest infancy. 

2) The urge to develop the subject 
comes from the accumulated pres- 
sure of long-running economic 
tendencies. 

3) Unit costs of distribution seem to 
have greatest value in connection 
with the larger questions affecting 
an industry as a whole. 

4) The operations of distribution are 
not completely departmentalized 
with the result that functions are 
carried on in conjunction with 
each other, and products are han- 
dled simultaneously, thereby giv- 
ing joint costs. 

5) The operations of distribution, be- 
ing distributive and increasingly 
decentralized as they proceed, cte- 
ate a multitude of separate unit 
costs over a large area, and these 
must be consolidated into a single 
result. 

6) The concept of overhead offers no 
adequate basis for noting the vari- 
ations in function, and the differ- 
ences in local costs which affect a 
final over-all result. 

7) The best equipment for dealing 
with the problem of unit cost find- 
ing in distribution is scientific cost 
accounting. This is so, for the 
reason that cost accounting experi- 
ence 
a) is based on the belief that cost 

arises out of the circumstances 
of operation, and not from ex- 
traneous and unrelated consid- 
erations ; 

b) provides a scientific technique 
for analyzing and classifying 
the raw material of data into 
appropriate groups and sub- 
groups, and for scrutinizing 
each fact and each item of ex- 
pense to learn what rule, if 
any, connects each one to some 
other phase of operation; 
(Please turn to page 240) 
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Brief Items from Here and There of Intjst t 





Analysis of Repairs-Maintenance 
Item to 10-K Required 


It is reported unofficially that the Se- 
curities and Exchange Commission has 
put out deficiencies to several companies 
on their 1936 10-K reports with respect 
to Schedule 10. This item mentions re- 
pairs and maintenance. Some companies, 
when filling out this schedule, put in fig- 
ures which were readily available with a 
foot-note reading approximately: ‘“Com- 
piled from books and records of the com- 
pany without analysis of the various ac- 
counts to which these items are charged, 
as such analysis would cause a dispropor- 
tionate delay and expense.” 

The report that is being circulated is 
that several companies which adopted this 
procedure have been receiving deficien- 
cies, and have been told that, in the fu- 
ture, they should obtain this figure even 
though it does cause expense. . 

Companies which have received such 
deficiencies are invited to communicate 
with The Controllers Institute of America, 
which is desirous of obtaining the facts 
with respect to this situation. 


Board Completes Posting of 
1937 Wages Earned Figures 


The 1937 figures showing wages earned 
by employees have now been credited to 
the millions of social security accounts, 
according to an announcement made by 
the Social Security Board, which terms it 
“the world’s largest bookkeeping job.” 
More than a million entries a day were 
made as this phase of the task was being 
completed. 

The Board points out that a lag of 
about six months will always occur be- 
tween the end of the period for which 
wages are reported and the recording of 
employees’ wages in their accounts. Em- 
ployers are allowed one month after the 
end of the reporting period in which to 
make their reports. The Bureau of In- 
ternal Revenue requires approximately 
three months for auditing the reports, 
and about the same time is required for 
the Board’s Bureau of Old-Age Insurance 
to complete the recording of wages. 

Relatively few inquiries have been re- 
ceived to date by the Board from em- 
ployees wishing to know the amount of 
wages recorded in their social security 
accounts. The Board will send wage state- 
ments to workers who specifically ask for 
them. Information concerning wages for 
each year will be available after July 1 of 
the following year. Accompanying the 





WANTS EXTRA COPY OF 
“THE CONTROLLER” 


‘As a member of The Institute | 
I, of course, receive my monthly 
copy of THE CONTROLLER. | 
“It is, however, of interest to | 
others and I should like to have 
an extra copy. Please enter an | 
additional subscription. | 
‘Am glad to say that I am find- | 
ing the material contained in THE | 
CONTROLLER of increasing inter- 
est and help.” .... 


From a letter written by Mr. W. L. | 
Nason, G. Krueger Brewing Company, 
Newark, New Jersey. 











statements concerning the status of their 
accounts the Bureau of Old-Age Insurance 
is sending to wage earners a circular re- 
minding them that their benefits under 
the old-age insurance provisions of the 
Social Security Act will be computed on 
the basis of the wages paid them rather 
than on the taxes which they and their 
employers have paid. 


Division Organized to Administer 
Chandler Act’s Provisions 


Mr. Samuel O. Clark, Jr., has been ap- 
pointed director of the new Reorganiza- 
tion Division of the Securities and Ex- 
change Commission created to carry out 
the duties of the Commission under the 
recently enacted revision of the National 
Bankruptcy Act (the Chandler Act). Ed- 
mund Burke, Jr., will be assistant director 
of the new division, and Martin Riger 
will be supervising attorney. Both Mr. 
Burke and Mr. Riger assisted the con- 
gressional committees in the drafting of 
the Chandler Bill, and other proposed 
legislation growing out of the investiga- 
tions made by the Commission’s Protec- 
tive Committee Study, and other investi- 
gations. 


SEC Invites Cooperative 
Regulation of Dealers 


The Securities and Exchange Commis- 
sion has invited the attention of those en- 
gaged in investment banking and the se- 
curities business generally to the fact that 


recent amendments to the Securities Ex- 
change Act of 1934 which were made by 
the Maloney Act have added new provi- 
sions to the law affecting brokers and 
dealers in the over-the-counter markets 
and the conduct of their business. These 
provisions contemplate the formation of 
an association or associations of persons 
engaged in the business of buying and 
selling securities in the over-the-counter 
markets, for the purpose of effectuating 
a system of cooperative regulation within 
the industry and the registration of those 
associations with the Commission. 


Eighteen Thousand Benefits Claims 
Certified for Payment In June 


Approximately 60 per cent. of the 
claims for old-age insurance benefits now 
being filed with the Social Security Board 
come from relatives or representatives of 
the estates of wage earners who have died. 
In June 18,061 claims were certified for 
payments, of which 10,942 were death 
claims, the remainder being the claims of 
wage earners who had reached the age of 
65. 


New General Counsel for 
Securities Commission 


Mr. Allen E. Throop, general counsel 
of the Securities and Exchange Commis- 
sion has resigned to join the faculty of the 
Law School of Yale University in Sep- 
tember. He is succeeded as general coun- 
sel by Mr. Chester T. Lane, formerly as- 
sistant general counsel. Robert H. 
O’Brien, assistant director of the Registra- 
tion Division, replaces Mr. Lane as as- 
sistant general counsel. 


Expense Too High for Record 
Keeping and Report Making 


In an address before the American As- 
sociation for Social Security, Mr. M. B. 
Folsom, treasurer of Eastman Kodak 
Company, on April 9, 1938, said: “All 
groups now recognize the vital need for 
efficient, non-partisan administration. It 
is also becoming apparent that our plans, 
especially unemployment insurance, are 
too complicated and require too much 
record keeping, both on the part of 
employers and the state administra- 
HORS J) <.s I particularly urge employ- 
ers to cooperate with those who are ad- 
ministering these plans. Employers. ... 
have been put to much additional expense 
in keeping records and making reports. 
Many of these records and reports, they 
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believe, are unnecessary. On the whole, 
however, employers have been patient 
and have cooperated with the adminis- 
trators and I am sure they will continue to 
do so, while at the same time urging 
changes and simplification.” 


Berle Suggests Board of 
Accounting Appeals 

Honorable A. A. Berle, Jr., assistant 
secretary of state, former chamberlain of 
the City of New York, educator, attor- 
ney, and accountant, the only honorary 
member of The Controllers Institute of 
America, in an article entitled “Account- 
ing and the Law,” which was published 
in “The Journal of Accountancy,” in the 
May, 1938, issue, suggested that it should 
be within the realm of possibility to 
create a board of accounting appeals to 
which accounting questions could be re- 
ferred, and which, by training, personnel, 
and equipment, would be capable of ren- 
dering swift decision on such problems. 

Mr. Berle suggested that the body 
might be either formal or informal, pro- 
vided it were authoritative, ‘for what is 
needed, here, is not so much a judicial 
proceeding as an authoritative statement 
of the best prevailing thought.” Mr. 
Berle suggested that the board of account- 
ing appeals should be so set up that it 
could decide a specific problem—as, for 
example, a dispute between an administra- 
tive examiner and a business concern. He 
warned that accountancy “may all too 
easily find itself merely the ciphering 
agency for virtually unreviewable bureau- 
crats.” 


Conference on Taxes To Be 


Held in October 


The next annual conference sponsored 
by the National Tax Association will be 
held in Detroit for four days beginning 
October 24, 1938. 


Economist Named Director of 
Monopoly Study 


The Securities and Exchange Commis- 
sion has created a new division to be 
known as the Monopoly Study for the 
purpose of carrying on the Commission’s 
duties under the study and investigation 
of monopolies ordered by Congress. 
Thomas C. Blaisdell, an economist, has 
been appointed director of the Monopoly 
Study. 





SEVENTH ANNUAL MEETING 
OF CONTROLLERS, 
SEPTEMBER 26-27 


The principal difficulty that 
confronts the committee in charge 
of the Seventh Annual Meeting 
of The Controllers Institute of 
America is finding time on a two- 
day program for discussion of all 
the subjects that are pressing for 
consideration. The convention will 
not be extended beyond two days, 
but in that period will be packed 
a program of absorbing interest to 
controllers. Plan now to be pres- 
ent. 











Bonner To Help Regulate 
Over-Counter Markets 


Mr. Francis A. Bonner, vice-president 
of Blair, Bonner & Company, of Chicago, 
investment bankers, has accepted a three 
months’ appointment as advisor to the 
Commission with respect to regulation of 
the over-the-counter markets under the 
Maloney Act. During this period Mr. 
Bonner will take a leave of absence from 
his business. 

He was for many years a member of 
the Legislation Committee of the Invest- 
ment Bankers Association of America, 
later becoming chairman of that commit- 
tee and, until 1932, was a member of the 
Board of Governors of the association. 
He was vice-chairman of the Investment 
Bankers Code Committee under the 
N.R.A. and is now vice-chairman of the 
Governing Committee and a member of 
the Executive Committee of the Invest- 
ment Bankers Conference, Inc. 


More Trial Examiners For 
Securities Commission 


The Securities and Exchange Commis- 
sion announces that it has enlarged its 
staff of trial examiners to obviate the 
occasional necessity, imposed by the in- 
creasing volume of Commission work, of 
employing them in other capacities, or of 
drafting attorneys to act as trial exam- 
iners. The action was taken, the announce- 
ment states, to insure that there will be 
no departures from the Commission’s gen- 
eral policy of maintaining its trial ex- 
aminers in a purely judicial capacity. The 
Commission has directed that all trial 
examiners, both in regional offices and in 


Washington, shall remain independent of 
any work of a litigious, investigatory, or 
enforcement nature. 

The duties of a trial examiner are: To 
preside at hearings, to administer oaths, 
to rule on the admissibility of evidence, 
to issue subpoenas, to rule on motions in 
accordance with a rules of practice of the 
Commission, to weigh evidence, and to 
file advisory findings of fact to the Com- 
mission. 


Controllers Will Discuss Reports 
to Employees in Coming Convention 

Many controllers advocate, within their 
own organizations, issuance of financial 
reports prepared especially for reading 
by employees. Some of them, however, 
have been unable as yet to convince their 
managements as to the wisdom of issuing 
such special reports. A controller wrote 
recently to “The Controller”: 

“Our company does not issue financial 
statements to its employees. I have been 
advocating such procedure for a number 
of years as I believe that when em- 
ployees have detailed knowledge of a 
company’s financial activities, they will 
have a better understanding why certain 
things are done and why others cannot 
be done.” 

This subject will come up for discus- 
sion in the Seventh Annual Meeting of 
The Controllers Institute of America, on 
September 26 and 27. Controllers are 
making a special study of the form and 
content of many of the reports of that 
character which were issued early in the 
year. The entire subject of reports, not 
only to employees, but to stockholders, 
government, and to management, will be 
threshed out in September. 





| Inquiries Concerning Institute Invited 
The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
| professional organization composed 
of nearly 1,100 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
| trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
| cant may have some other title. In- 
| quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
| request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 

















Third Federal Court Decision Differs from 


Previous Rulings on Taxable Gains 


To the Editor: 

Since the writing of my letter to 
the editor of THE CONTROLLER 
which was published in the July is- 
sue, the United States Circuit Court 
of Appeals for the Second Circuit on 
July 11 also passed upon the question 
as to whether a corporation may 
have taxable gain from the purchase 
and sale of its own stock and reached 
a still different conclusion than did 
the courts in the two cases cited in 
my letter. In the case of E. R. Squibb 
& Sons v. Helvering the Circuit Court 
of Appeals for the Second Circuit re- 
jects the reasoning of the Third Cir- 
cuit in First Chrold Corporation v. 
Commissioner of Internal Revenue, 
which held that taxable gain was the 
difference between the selling and the 
purchase price of a corporation’s own 
capital stock, and while agreeing to 
some extent with the decision of the 
Fourth Circuit Court of Appeals in 
R. J. Reynolds Tobacco Company v. 
Commissioner of Internal Revenue, the 
Second Circuit Court of Appeals 
finds that taxable gain is represented 
by the difference between the real 
value of the stock at the time of sale 
and the price which the corporation 
receives for it. 

In the First Chrold Corporation and 
R. ]. Reynolds Tobacco Company cases 
there is nothing in the court decisions 
to indicate that the resales of stock 
were made at other than the market 
price at the time of such sales. Re- 
sales were not made at the market 
price in the E. R. Squibb & Sons case, 
however. That company had devised 
a plan of customer-sharing in profits. 
Customers were offered, beginning 
in 1929, an opportunity to acquire 
stock in a new corporation, known 
as Squibb Plan, Inc., “whose assets 
were to consist of shares of stock of 
the taxpayer (E. R. Squibb & Sons), 
bought by it and sold to Squibb Plan, 
Inc., at $50 a share—a price below 
the market value at the time, but 
higher than in 1932.” 





E. R. Squibb & Sons continued to 
buy its shares as the market price 
fell and resell them to Squibb Plan, 
Inc., all in conformity with its con- 
tract. As the market fell, the excess 
of the $50 resale price over the cost 
of acquiring the shares increased, 
and the commissioner determined 
for the year 1932 that this difference 
was taxable income to E. R. Squibb 
& Sons. That company appealed to 
the United States Board of Tax Ap- 
peals from that determination, and 
then to the United States Circuit 
Court of Appeals for the Second Cir- 
cuit, from the Board’s affirmance of 
the commissioner’s determination. 


THE CourtT’s REASONING 

Some of the language of the Cir- 
cuit Court of Appeals in the E. R. 
Squibb & Sons case, showing the 
reasoning of the Court, is interest- 
ing enough to be quoted. It follows: 

“We share the taxpayer's doubts 
whether it dealt ‘in its own shares as 
it might in the shares of another cor- 
poration, within the very equivocal 
language of the regulation. It is at 
least arguable that this means to 
cover only speculations of a corpo- 
ration, and not a profit-sharing en- 
terprise like that at bar. But in any 
event it seems to us that the uniform 
interpretation, so long placed upon 
Section 22(a) by the regulation and 
confirmed by the inaction of Con- 
gress, was imbedded in the statute so 
deep that only legislation could dis- 
lodge it. We need not say that no 
other interpretation could have been 
made: it is not uncommon, when a 
corporation buys its own shares, to 
regard them as still existing in a 
kind of limbo, so that when it sells 
them again, it does not re-issue them 
de novo, but sells its own property. 
That convention may be sufficient 
constitutional basis for a statute 
which should tax as income the dif- 
ference between the amount paid to 





buy in ‘treasury shares’ and that re- 
ceived on their sale; we do not mean 
to suggest the opposite, for in such 
matters convention may be conclu- 
sive. Nevertheless it is very difficult 
—indeed to us it seems impossible— 
to understand how the notion of a 
gain to the corporation from such 
transactions is legally tenable, except 
when the sale of the shares is at a 
price higher than their real value at 
the time of the sale. Such a belief 
must depend upon the mistaken sup- 
position that after purchase the 
shares have an existence as such, and 
are more than a mere power to issue 
shares, like authorized, but unissued, 
shares. This seems to be unsound. 
Borg v. International Silver Com- 
pany, 11 F.(2d) 147 (C.C. A. 2). 

“If one regards the corporation as 
the group of its shareholders collec- 
tively, that is very apparent. If they 
sell ‘treasury shares,’ bought at a 
lower price, what really happens is 
that the group has been enlarged; 
new shareholders have been added. 
Always assuming that the shares are 
sold at their true value, the old 
group has not profited because the 
sale of the ‘treasury shares’ leaves the 
value of their own shares absolutely 
untouched. The purchase price re- 
ceived for each ‘treasury share’ sold 
will by hypothesis exactly match the 
value of each old share, and the sold 
share will neither trench upon, nor 
leave any margin of profit for, the 
old shares. All that has happened is 
that a larger group is doing business 
with a proportionally increased cap- 
ital. 

“The same is true also, if the cor- 
poration be regarded as a juristic 
person, stricti juris. Before the sale 
of ‘treasury shares’ the corporation 
is liable to its shareholders in the 
sum of their claims against it, which 
equal the net value of its then assets, 
including any increase in their value 
during the period when the ‘treas- 
ury shares’ have been held. The 




















corporate assets are of course in- 
creased by the sale, but the new 
shares create new liabilities which 
will precisely equal the increase, 
and there can be no profit to the 
corporation. 

“The only escape from this is to 
treat the corporation as so com- 
pletely independent, of its share- 
holders, that its obligations to them 
should be disregarded in figuring its 
gains or losses. But to do that would 
completely distort the corporate in- 
come, and charge it as profit with 
all that it receives when it sells 
‘treasury shares,’ and to credit it as 
loss with all that it pays to purchase 
them. Indeed, the whole reasoning 
which supports the emergence of 
profit from such transactions presup- 
poses that the corporation has re- 
lieved itself of an obligation when it 
buys a share and creates one when 
it sells one. Since on analysis this 
appears to be legally untenable, it 
is plain that the original interpreta- 
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tion of the Treasury was at least per- 


missible. We agree rather with Rey- 


nolds v. Com’r, 96 F.(2d)—(C. C. 
A. 4), than with First Chrold Corp. 
v. Com’r, 96 F.(2d)—(C. C. A. 3).” 
(Italics supplied.) 


VALUE OF SHARES Must 
DETERMINE PROFIT 


The Court remanded the case to 
the United States Board of Tax Ap- 
peals to assess any deficiency “based 
upon differences between the sale 
price, $50, and the value of the 
shares at the time of the sale.” 

It would seem to be easy for an 
accountant to carry out the decision 
of the Court in either the First 
Chrold Corporation ot the Reynolds 
Tobacco Company cases, because the 
effect upon capital surplus or upon 
earned surplus is measured by the 
difference between the purchase price 
of a corporation’s own stock and the 
prices which the corporation receives 
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upon its resale, but an accountant 
may have difficulty in recording any 
gain or loss represented by the dif- 
ference between the real value of a 
corporation’s stock at the time of its 
sale and the price received for it. It 
is possible to conceive a situation 
where a company might have bought 
its stock at $70, and have held it un- 
til it sold such stock at a contract 
price of $50 at a time when the “true 
value’”” was $45. Under the E. R. 
Squibb & Sons decision, that com- 
pany would have a $5 taxable gain, 
although it bought the stock for $70 
and resold it for $50. 

In view of these three conflicting 
theories which have been adopted by 
three Circuit Courts of Appeals 
within the space of less than two 
months, it would appear likely that 
the Supreme Court of the United 
States is going to be called upon to 
finally pass upon the question. 


G. Kissy MUNSON. 
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STATISTICAL METHODS APPLIED TO 
ECONOMICS AND BUSINESS, by Fred- 
erick C. Mills, Professor of Economics and 
Statistics, Columbia University. Henry Holt 
and Company, New York. 746 pages. 

The quantitative methods of statistics and 
accounting give to business management 
some of the advantages which sharp-edge 
tools have over blunt and unreliable instru- 
ments. No matter how brilliant the flashes 
of intuition nor how painstaking the effort, 
no business can be a permanent success 
without careful observation, logical infer- 
ence, and accurate verification based on 
measurement. The uses of statistics in busi- 
ness are both (1) internal—sales and pur- 
chasing records, cost and expense analysis 
and allocation, personnel, equipment, and 
commodity studies and (2) external—mar- 
ket analyses, business cycles, price trends. 

This book is a revision of a 1924 edition. 
The first twelve chapters deal with the de- 
scriptive aspects of statistics, covering such 
subjects as graphic presentation, logarithms, 
frequency distributions, types of averages, 
measures of variation and skewness, devia- 
tion, index numbers, measurement of trends 
of values, volumes, prices, moving averages, 
method of least squares, curve fitting, 





Pay off—7 tol... 


In the “B” Corporation for which the Knox Company has worked, seven 


REVIEWS of Recent Business Publications 


seasonal and cyclical fluctuations, and cor- 
relation. The last six chapters take up the 
problems of statistical inference with cer- 
tain more advanced aspects of statistical de- 
scription, covering such subjects as theorems 
in probability and error, statistical induc- 
tion, sampling and sampling errors, analysis 
of variations, tests of seasonalty and other 
relationships, binomial expansion and dis- 
tribution, logarithmic equations, deviation 
of equations, computation of coefficients, 
errors in estimating, and other statistical 
techniques. 

While relatively few controllers will 
need to have all of this knowledge in their 
heads they will find it useful to have it on 
their shelves for reference and for the use 
of their assistants. A study of this book 
will help each to find that blend of statis- 
tical methods best adapted to his particular 
set of problems, temperament, and abilities. 

Reviewed by E. STEWART FREEMAN. 


EXPENSES AND PROFITS OF LIMITED 
PRICE VARIETY CHAINS IN 1937, by 
Stanley F. Teele. Graduate School of Busi- 
ness Administration, Harvard University, 
Boston, Massachusetts. 34 pages. $1.00. 
Sales of 5 and 10 cent and other limited 
price variety stores showed increases for 
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office forms once “did the work of one.” Some used pink paper, some used 
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because the “B’” Corporation now has a complete plan of Printing Control. 


five consecutives years, 1933 to 1937, with 
1937 the fourth above the 1929 level. Ex- 
penses, however, showed the most pro- 
nounced year-to-year advance since 1931- 
1932 and therefore the rate of net profit to 
sales declined 1 per cent. from 1936 to 
1937. 

Six chain store firms (S. S. Kresge, G. C. 
Murphy, Neisner Bros., McCrory Stores, 
McLellan Stores, and H. L. Green) operat- 
ing 1551 stores in 1937 showed a gross 
margin above merchandise cost of 37.2 per 
cent. of sales and a net business profit be- 
fore income taxes of 7.8 per cent. of sales, 
16.5 per cent. of net worth. Twenty-nine 
other chains operating 3,977 stores in 1937 
showed a gross margin above merchandise 
cost of 36.7 per cent. of sales and a net 
business profit before income taxes of 7.2 
per cent. of sales, 14.7 per cent. of net 
worth. The average 1937 sales dollar of 
these 35 chains was spent 63.1 per cent. for 
merchandise, 15.7 for salaries and wages, 
11.4 for tenancy costs including interest and 
related expense; 1.1 for taxes other than on 
real estate and income, 4.4 for other operat- 
ing expense, leaving 4.3 per cent. for the 
excess of operating profit over the 6 per 
cent. interest on the net worth (which is 
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divided between tenancy costs and other ex- 
pense). Net business income before in- 
come taxes was 7.4 per cent. of sales and 
15.3 per cent. of net worth. 

Reviewed by E. STEWART FREEMAN. 


1937 DEPARTMENTAL MERCHANDIS- 
ING AND OPERATING RESULTS OF 
DEPARTMENT STORES AND _ SPE- 
CIALTY STORES, issued by the Control- 
lers Congress, National Retail Dry Goods 
Association, June, 1938; an 82 page pam- 
phlet containing detailed tables of 25 mer- 
chandising and operating guides for each 
of 80 departments; price $2.00 to members 
of N. R. D. A. and associate groups, $5.00 
to non-members. 

This is a report issued annually by the 
Controllers Congress for the purpose of 
taking the guess work out of store manage- 
ment. Results of typical departmental op- 
erations are shown and also goal data in- 
dicating better than average performance in 
respect to markons, markdowns, gross 
margin, expenses of each kind, number of 
stock turns, age of stocks, sales per square 
foot of floor space, and a wide variety of 
other facts. 


The Congress has also issued another re- 
port with tables showing typical average- 
sale amounts for each of the same 80 de- 
partments. For example, the average sale 
in the aprons, house dresses, and uniforms 
department of stores of a certain size was 
$3.37 in the spring of 1937 against $3.18 
in 1936, while that of the furs department 
was $91.58 against $69.57. The price of 
this report is 50 cents to members and 
$1.00 to others. 

Members of the Controllers Institute of 
America might well study these reports not 
only for the specific information which they 
contain but also with an eye to the pos- 
sibilities and advantages of developing 
something of this sort for industry in gen- 
eral. 

Reviewed by E. STEwART FREEMAN. 


THE THEORY OF PRICES, A re-examina- 
tion of the Central Problems of Monetary 
Theory, Volume I, by Arthur W. Marget, 
Ph.D., Professor of Economics, University 
of Minnesota. Prentice-Hall Inc., New 
York. 624 pages. $6.00. 


“In the opinion of John Maynard Keynes, 
the ‘more sophisticated’ of recent discus- 
sions of the ‘Theory of Money and Prices’ 
have brought it about that we seem, in this 
field, to be ‘lost in a haze where nothing is 
clear and everything is possible.’’’ Others 
feel that there is too much of a tendency to 
carry this subject up into the realms of 
metaphysics and that we have a greater need 
of studies of a more scientific and practical 
kind. The purpose of this volume, how- 
ever, is to defend the classical theories. 

This is no book for the amateur seeking 
knowledge of the behavior of commodity 
prices individually or collectively. Rather it 
is a scholarly and well-documented polem- 
ical tract for those deeply grounded in eco- 
nomic lore. It deals with such abstruse 
phases of economic theory as “Quantity 
Equations as Statical Identities,’ “Keynes 
Dynamical Equations,” ‘The Quantity of 
Money Substitutes,” “Velocity of Circula- 
tion,” ‘The Income Approach,” ‘The Cash- 
Balance Approach,” ‘‘The Plurality of Price 
Levels,’ and “The Volume of Transac- 
tions.” 


Reviewed by E. STEWART FREEMAN. 
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New Members Elected to Controllers 
Institute in One Year—253 


Two hundred and fifty-three new 
members of THE CONTROLLERS IN- 
STITUTE OF AMERICA were elected in 
the period August, 1937-June, 1938, 
inclusive, by the Board of Directors. 

This number is to be compared with 
240 elections of new members in the 
similar period a year previous; to 207 
two years previous; and to 143 three 
years previous. 

The membership of The Institute 
now numbers 1,051. 

The members elected during the 
past year, presented alphabetically: 


BENJAMIN ANDERSON 
Metal & Thermit Corporation, New York 
City. 


ERNEST V. ANDERSON 
National City Lines, Inc., Chicago. 


OGDEN ASHLEY 
B/G Foods, Inc., Chicago. 


EpwWIN E. BALLING, Jr. 
Latchford Glass Company, Los Angeles. 


HuBErRT L. BALME 
Oneida, Ltd., Oneida, New York. 


JOHN J. BALSOM 
Harley-Davidson Motor Company, Mil- 
waukee. 


F. A. BALTZER 
Detroit City Gas Company, Detroit. 


H. R. BARRETT 
United States Gypsum Company, Chi- 
cago. 


WILLIAM B. C. BARRETT 
Hugo Stinnes Corporation, Zurick, Switz- 
erland. 


FLtoyp C. BARTON 
Hazel-Atlas Glass Company, Wheeling, 
West Virginia. 


GEorRGE E. BASKIE 
American Optical Company, Southbridge, 
Massachusetts. 


CHARLES L. BEARD 
Bell Aircraft Corporation, Buffalo. 


ERLE F. BENDER 
Robeson-Rochester Corporation, Roches- 
ter, New York. 


Lioyp BERTSCHI 
The Gregg Publishing Company, New 
York City. 


DONALD H. BISSELL 
Chromium Corporation of America, New 
York City. 


JOHN H. BLAcK 
Bailey Meter Company, Cleveland. 


MELVIN G. BLEITZ 
Evans Products Company, Detroit. 


BAILEY M. BoBBITT 
Great Lakes Portland Cement Corpora- 
tion, Buffalo. 


JacK BONAPART 
Air Reduction Company, Inc., New York 
City. 


SAMUEL A. BONHAM 
The B. Manischewitz Company, Jersey 
City. 

JOHN V. BowsER 
The Westinghouse Air Brake Company, 
Wilmerding, Pennsylvania. 


E. H. BRANDON 
Irving Trust Company, New York City. 


Puitip F. BREEN 
Pioneer Division—The Flintkote Com- 
pany, Los Angeles. 


E. J. BRENNAN 
Dairy Sealed, Inc., Ozone Park, New 
York. 


JOHN B. BRODERICK 
Angelina County 
Keltys, Texas. 


Lumber Company, 


STEPHEN BRONSLEY, JR. 
Pacific System Homes, Inc., Los Angeles. 


ARTHUR R. BURBETT 
First National Bank, Baltimore. 


R. D. BURNET 
Zenith Radio Corporation, Chicago. 


CLARENCE V. BuRNS 
American Zinc, Lead and Smelting Com- 
pany, St. Louis. 


FREDERICK W. BURNS 
Sonotone Corporation, Elmsford, New 
York. 


Harry W. BuRNS 
Plymouth Cordage Company, North Ply- 
mouth, Massachusetts. 


ROBERT D. CAMPBELL 
Horder’s, Incorporated, Chicago. 


THOMAS P. CARLEY 
Reliance Manufacturing Company, Chi- 
cago. 


HENRY I. CARSON 
Inspiration Consolidated Copper Com- 
pany, New York City. 


MAYNARD F. CARTER 
Worcester Pressed Steel 
Worcester, Massachusetts. 


Company, 


CHARLES A. CATO 
The Columbia Mills, Inc., New York 
City. 

PHILLIPS CHYNOWETH 
National Shirt Shops, Inc., New York 
City. 

WILLIAM L. CLARK 
Merchants Mutual Casualty Company, 
Buffalo. 


KENNETH B. COATES 
Great Lakes Steel Corporation, Norse, 
Detroit. 


C. LoGore 
The Glidden Company, Cleveland. 


JAMES E. CONNOR 
American Ice Company, New York City. 


JAMES R. Coon 
The American Tobacco Company, New 
York City. 

ALVIN R. Corp 


Froedtert Grain & Malting Company, 
Inc., Milwaukee. 


WALTER S. CORRIE 
National Gypsum Company, Buffalo. 


GEORGE J. COUPE 
Felt & Tarrant Manufacturing Company, 
Chicago. 

GLENN H. CRAWFORD 
Dunlop Tire & Rubber Corporation, Buf- 
falo. 

JosEPH W. CrosBy 


Will & Baumer Candle Co., Inc., Syra- 
cuse. 


A. H. CUNNINGHAM 
Westinghouse Electric Elevator Company, 
Jersey City, New Jersey. 

THoMaAS C. CurtTISs 
White Laboratories, Inc., Newark, New 
Jersey. 


RONALD E. DANIELS 
The Federal Portland Cement Company 
Inc., Buffalo. ; 


JosePpH A. DANILEK 
Elizabeth Arden, New York City. 


GRANVILLE M. DarscH 
The Waterbury Tool Company, Water- 
bury, Connecticut. 

Rosert B. DAvIDSON 
Air Reduction Company, Inc., New York 
City. 

WALTER E. Davis 
The Atchison, Topeka and Santa Fe Rail- 
way Company, Chicago. 














WILLIAM DEYERBERG 
Walter Kidde & Company, Inc., Bloom- 
field, New Jersey. 


WALTER M. Dick 
Westinghouse Electric Supply Company, 
New York City. 


Howarp A. Dopp 
Decorated Metal Manufacturing Com- 
pany, Inc., Brooklyn. 


RicHarp H. DoE 
The Emporium of St. Paul, Inc., St. 
Paul, Minnesota. 


FrANcIs E. DOONAN 
Hall & McChesney, Inc., Syracuse. 


Harorp F. DuFFYy 
Givaudan-Delawanna, Inc., 
City. 

THoMAS A. DUNBAR 
Boston Elevated Railway Company, Bos- 
ton. 


New York 


SAMUEL DUNLAP 
American Steel & Wire Company, Cleve- 
land. 


JuLes A. ENDWEISS 
Kennecott Copper 
York City. 


Corporation, New 


ERNEST H. FARRELL 
Stewart-Warner Corporation, Chicago. 


J. G. FEAREY 
Whiting Milk Company, Charlestown, 
Massachusetts. 


LesTER W. FIELD 
The Lamson Company, Inc., Syracuse. 


C. M. FLEMING 
J. H. Williams & Company, Buffalo. 


ARTHUR J. FINK 
Oglebay-Norton & Company, Cleveland. 


C. Bruce FLick 
Hawaiian Pineapple Company, Ltd., San 
Francisco. 


HAROLD J. FREES 
Petroleum Heat and Power Company, 
Stamford, Connecticut. 


JosePH G. FRIEL 
Calvert Distillers 
York City. 


ALBERT E. FUECHSEL 
The Mortbon Corporation of New York, 
New York City. 


Brooke E. Furr 
McCormick & Company, Inc., Baltimore. 


Corporation, New 


T. GARTRELL 
General Metals Corporation, Oakland, 
California. 


Davip GELLER 
The May Company, Cleveland. 


FREDERICK C. GENS 
R. T. Vanderbilt Company, Inc., New 
York City. 
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Howarp L. GiBson 
Gibson Institute, Philadelphia. 


WELBY E. GILLETTE 
The Ferbert-Schorndorfer Company, Cleve- 
land. 


Frep A. GLOVER 
Rochester Times-Union, Rochester, New 
York. 

Roy C. GoppIn 
The Mortbon Corporation of New York, 
New York City. 


JOHN H. GoopwiIn, Jr. 
Columbus McKinnon Chain Corporation, 
Tonawanda, New York. 


WILLIAM S. GORDON 
Empire State, Inc., New York City. 


A. NORMAN GRAF 
Ontario Biscuit Company, Buffalo. 


J. C. GRAINGER 
Square D. Company, Detroit. 


R. EARL GRAY 
Koppers United Company, Pittsburgh. 


CHARLES J. GREBEL 
Milwaukee-Western Fuel Company, Mil- 
waukee. 


OTTO GRESSENS 
Commonwealth Edison Company, Chi- 
cago. 


MAurRICcE W. GRIESBAUM 
The A. Nash Company, Cincinnati. 


JOHN M. GRIFFITH 
Michigan Alkali Company, Wyandotte, 
Michigan. 


JOHN M. GULLANS 
Bowman Dairy Company, Chicago. 


O. J. GURWELL 
Thompson Products, Inc., Detroit. 


FREDERICK P. HAGAMAN 
Standard Oil Company of Louisiana, 
New Orleans. 


WILLIAM F. HAGERMAN 
The Minnesota Mutual Life Insurance 
Company, St. Paul, Minnesota. 


ELMER HAIGH 
H. C. Aberle Company, Philadelphia. 


VAN T. HALLECK 
The McBee Company, Athens, Ohio. 


CHARLES J. HANZLIK 
The Equitable Trust Company, Balti- 
more. 


CLARENCE H. HARPER 
The Folmer Graflex Corporation, Roches- 
ter, New York. 


PuHiLip S. HARBURGER 
Harriman & Keech, New York City. 
AuGusT J. HASELBAUER 
The Marine Trust Company of Buffalo, 
Buffalo. 


Cyrit J. HASSON 
San Francisco Bay Exposition, San Fran- 
cisco. 
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J. E>pwarD HEBERLE 
Capital Transit Company, Washington, 
De €. 


Howarp W. HENDERSON 
New Process Gear Corporation, Syra- 
cuse. 


GeorGE H. HETLEY 
Harrison Radiator Division—General Mo- 
tors Corporation, Lockport, New York. 


H. GEorGE HINCK 
Wallerstein Company, Inc., New York 
City. 


HERBERT O. HINCKS 
Frankfort Distilleries, Incorporated, Lou- 
isville. 

HENRY C. HOFFMAN 
International Mining Corporation, New 
York City. 

Lioyp E. HOGSETT 
Axelson Manufacturing Company, Los 
Angeles. 


HoMER T. HUFFIELD 
The Capewell Manufacturing Company, 
Hartford, Connecticut. 


HERMAN JAEGER 
Knickerbocker Ice Company, New York 
City. 

IRVING H. JOHNSON 
American Asphalt Paint Company, Chi- 
cago. 


ROBERT C. JOHNSON 
The Union Central Life Insurance Com- 
pany, Cincinnati. 


HAROLD M. JOHNSTON 
The Sparks-Withington Company, Jack- 
son, Michigan. 


OwEN T. JONES 
American Trust Company, San Francisco. 


VINCENT W. JONES 
The Cleveland Cooperative Stove Com- 
pany, Cleveland. 

JOHN V. JOYCE 
Mathieson Alkali Works, Inc., New York 
City. 

HOWARD JURGENS 
Sherwood Brothers, Incorporated, Balti- 
more. 


MarTIN KEAGY 
Crowe Name Plate & Manufacturing Co., 
Chicago. 

FRANK R. KELLER 
Columbian Carbon Company, New York 
City. 

Harry E. KELLOGG 
Link-Belt Company, .Chicago. 

JOHN T. KEMP 
The Dartnell Corporation, Chicago. 


JOHN F. KENNA 
Stein Hall Manufacturing Company, Chi- 


cago. 
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FRANKLIN H. KENWORTHY 
Chesapeake and Potomac Telephone Com- 
pany, Washington, D. C. 


Frep E. KING 
Munsingwear, Inc., Minneapolis. 


RoBerT E. KING 
Los Angeles Turf Club, Inc., Arcadia, 
California. 

THOMAS M. KING 
Glass Containers, Inc., Los Angeles. 


J. C. KLEIN 
Detroit Gasket & Manufacturing Com- 
pany, Detroit. 


WILLIAM D. KNICKEL 
Weyenberg Shoe Manufacturing Com- 
pany, Milwaukee. 


J. SHERWOOD KNIGHT 
Continental Mills, Inc., Philadelphia. 


JouHN A. KruT 
G. C. Murphy Company, McKeesport, 
Pennsylvania. 


Huco KuUECHENMEISTER 
Ed. Schuster & Company, Inc., Milwau- 
kee. 


JosepH S. KustTIN 
The Marquette Metal Products Company, 
Cleveland. 


FRANK H. LAMB 
Merchants Distilling Corporation, Terre 
Haute, Indiana. 


ALBERT W. LAUTER 
Riegel Paper Corporation, New York 
City. 

JOHN B. Lawson 
Villanova College, Villanova, Pennsyl- 
vania. 

JOHN S. LEAROyYD, Jr. 


Hygrade Sylvania Corporation, Salem, 
Massachusetts. 


DENIS J. LEES 
Electrical Testing Laboratories, New 
York City. 


A. VERNON LEMASTERS 
Lone Star Cement Corporation, New 
York City. 

VERNON T. LEMKE 
Allen B. Wrisley Company, Chicago. 


W. H. Lewis 
Douglas Aircraft Company, Inc., Santa 
Monica, California. 


S. H. LIEBERMAN 
Electrical Engineers Equipment Com- 
pany, Melrose Park, Illinois. 


Harry W. LILLENGREN 
Bliss & Laughlin, Inc., Harvey, Illinois. 


J. H. Lino, Jr. 
Penick & Ford, Ltd., Incorporated, New 
York City. 


C. A. LINDER 
Booth Fisheries. Corporation, Chicago. 


A. A. LorpI 
Jay-Thorpe, Inc., New York City. 
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WILLIAM R. LORENZ 
The Cleveland Hardware and Forging 
Company, Cleveland. 


WILLIAM B. Lowry 
J. P. Smith Shoe Company, Chicago. 


Homer E. LupWIck 
Firestone Tire & Rubber Company, Los 
Angeles. 


WILLIAM O. MACARTHUR 
Wilbur B. Driver Company, Newark, 
New Jersey. 

EDMUND J. MACDONALD 
Consolidated Coppermines Corporation, 
New York City. 

GEORGE V. MALMGREN 
Graver Tank & Manufacturing Corpora- 
tion, East Chicago, Indiana. 

JouNn W. MARDER 
John P. Smith Company, Rochester, New 
York. 

RoBERT D. MARSHALL 
Terminal Refrigerating & Warehousing 
Corporation, Washington, D. C. 


RAYMOND G. MARx 
The Riggs National Bank, Washington, 
DG. 


WALTER L. MATHIS 
The Black & Decker Manufacturing 
Company, Towson, Maryland. 


HERMAN J. MAUDERER 
Westinghouse Electric International Com- 
pany, New York City. 

Roy C. MENZEL 
General Metals Corporation, Los Angeles. 


FRANK R. MILLERSCHIN 
Piel Brothers, Brooklyn. 


EpwarpD F. MISCHLER 
The Strietmann Biscuit Company, Cin- 
cinnati. 

LEsTER A. MOEHRING 
Chrysler Corporation, Detroit. 


FRED MOHRHARDT 
Paramount Pictures, Inc., New York 
City. 

JOHN F. MONTGOMERY 
Deering Milliken & Co., Inc., New York 
City. 

RoBerT E. Moore 
White Laboratories, Inc., Newark, New 
Jersey. 

WILLIAM S. Moore, Jr. 
Eastern Shore Public Service Company, 
Salisbury, Maryland. 


WARREN L. MULLE 
American Locomotive Company, New 
York City. 

THomas M. McDERMOTT 
Hickok Manufacturing Company, Roch- 
ester, New York. 

WILLIAM N. McDONALD 
The Youngstown Sheet and Tube Com- 
pany, Youngstown, Ohio. 

N. A. McGRaTH 
Bucyrus-Erie Company, South Milwau- 
kee. 


JosEPH E. MCKENNA 
The Bryant Electric Company, Bridge- 
port, Connecticut. 


W. S. McMENEMY 
Schick Dry Shaver, Inc., Stamford, Con- 
necticut. 


ARTHUR E. NELSON 
Daniel Reeves, Inc., New York City. 


GEORGE C. OBER 
Corneli Seed Company, St. Louis. 


HERMAN J. OLT 
International Filter Company, Chicago. 
C. E. O’NEIL 
National Bondholders Corporation, New 
York City. 
JOHN J. O'SULLIVAN 
National Outdoor Advertising Bureau, 
Inc., New York City. 


RoBertT M. OVERALL 
Gimbel Brothers, Pittsburgh. 


R. D. PAKENHAN 
The Oilgear Company, Milwaukee. 

G. R. PALMER 
The Standard Register Company, Day- 
ton, Ohio. 


FLoyp A. PEARCE 
The Torrington Company, Torrington, 
Connecticut. 
E. CHESTER PEET 
Shell Oil Company, San Francisco. 
CHARLES F. PENDLEBURY 
Veeder-Root, Inc., Hartford, Connecti- 
cut. 


Davip J. PENNEY 
Lever Brothers Company, Cambridge, 
Massachusetts. 


S. L. PETERMAN, JR. 
Chambersburg Engineering Company, 
Chambersburg, Pennsylvania. 


WILLIAM S. PIERICK 
Line Material Company, South Milwau- 
kee. 

J. Homer. PLATTEN 
American Car and Foundry Company, 
New York City. 

ARTHUR S. POUCHOT 


Lee Rubber and Tire Corporation, Con- 
shohocken, Pennsylvania. 


HERBERT M. RAMEL 
Ramsey Accessories Manufacturing Cor- 
poration, St. Louis. 


HENRY E. RAUCH 
American Thread Company, New York 
City. 


EpwarD E. REARDON 
Edward G. Budd Manufacturing Com- 
pany, Philadelphia. 
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E. L. RESLER 
Jones & Laughlin Steel Corporation, 
Pittsburgh. 


EMIL RICHTER 
Howe Sound Company, New York City. 


HowarpD E. RIORDON 
Colonial Radio Corporation, Buffalo. 


MaRSHALL C. Roop 
The Davison Chemical Corporation, Bal- 
timore. 


ALBERT H. RUMBLE 
Remington Rand, Inc., Buffalo, New 
York. 


J. J. RussELL 
Revere Copper and Brass Incorporated, 
New York City. 


FRANKLIN W. RUTHERFORD 
North British & Mercantile Insurance 
Company, Limited, New York City. 


WILLIAM C. SALMON 
Beach & Arthur Paper Company, Indian- 
apolis. 


JouN R. SANDERLIN 
Brown-Forman Distillery Company, Lou- 
isville, Kentucky. 


WALTER E. SCHAUER 
Susquehanna Silk Mills, New York City. 


EvERETT J. SCHNEIDER 
RCA Manufacturing Company, Inc., 
Camden, New Jersey. 


J. K. SCHNEIDER 
General Cable Corporation, White Plains, 
New York. 


WALTER M. SCHWAGERL 
William Sellers & Company, Inc., Phila- 
delphia. 


ARTHUR R. SEDER 
Chicago, St. Paul, Minneapolis and 
Omaha Railway Company, St. Paul. 


RuDOLPH J. SEMSCH 
Cargill, Incorporated, Minneapolis. 


HENRY J. SERTH 
Wohl Shoe Company, St. Louis. 


RoME A. SEXTON 
Minneapolis Brewing Company, Minne- 
apolis. 


GEORGE W. SHIELDS 
Federal Chemical Company, Inc., Louis- 
ville, Kentucky. 


Myron G. SHOOK 
The Glenn L. Martin Company, Balti- 
more, 


MELVIN O. SIMPSON 
Samson Tire & Rubber Corporation, Los 
Angeles. 


CHARLES J. SKINNER 
The Corporation Trust Company. New 
York City. 


E. D. SMALLEY 
‘Kieckhefer Container Company, Delair, 
New Jersey. 
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CHARLES P. SMITH 
Henry Disston & Sons, Inc., Tacony, 
Philadelphia. 


PAUL S. SMITH 
Rockwood Sprinkler Company, Worces- 
ter, Massachusetts. 


THOMAS F, SPELLANE 
Wm. P. McDonald Construction Co., 
Flushing, New York. 


ELMER C. STEELE 
Dean Witter & Company, San Francisco. 


CHARLES H. STEPHENS 
Samson United Corporation, Rochester, 
New York. 


J. H. STopFoRD 
George La Monte & Son, Nutley, New 
Jersey. 


Harrop C. SToTtT 
Stokes, Packard & Smith, Inc., Philadel- 
phia. 

A. W. SToRMS 
Aluminum Goods Manufacturing Com- 
pany, Manitowoc, Wisconsin. 


H. L. STuNtTz 
The Alton Railroad Company, Chicago. 


Epwarp D. SUGRUE 
The Evening News Publishing Company, 
Newark, New Jersey. 


HENRY A. SULLIVAN 
Radio Corporation of America, New 
York City. 


FRANK G. SUTHERLAND 
Illinois Iowa Power Company, Cham- 
paign, Illinois. 


L. R. SWETT 
Central Outdoor Advertising Company, 
Inc., Cleveland. 


JAMES B. TEMPLETON 
F. H. Peavey & Company, Minneapolis. 


CLIFFORD F. THOMPSON 
R. Wallace & Sons Mfg. Company, Wal- 
lingford, Connecticut. 


H. P. THORNTON 
The White Motor Company, Cleveland. 


E. F. TIEDEMANN 
Miller and Hart, Inc., Chicago. 


ROBERT W. TINDALL 
Blanchard Press, Inc., New York City. 


R. B. TULPIN 
Central Illinois Public Service Company, 
Springfield, Illinois. 


JOHN R. TUTTLE 
Crouse-Hinds Company, Syracuse. 


L. CLAYTON VALLIER 
Buffalo Foundry & Machine Company, 
Buffalo. 


JOSEPH F. VERHELLE 
The Manufacturers National Bank of De- 
troit, Detroit. 


J. NORVELLE WALKER 
Royal Oil & Gas Corporation, Philadel- 
phia. 


JOHN G. WALLING 
Honolulu Oil Corporation, San Fran- 
cisco. 


EARL G. WarRD 
Montgomery Ward & Company, Chicago. 


JAMES WASSON 
Colgate-Palmolive-Peet Company, Berke- 
ley, California. 


LEITH V. WATKINS 
Panhandle Eastern Pipe Line Company, 
New York City. 


Morrison H. WATKINS 
Wailes Dove-Hermiston 
New York City. 


Corporation, 


WILLIAM H. WATKINS 
Hewitt Rubber Corporation, Buffalo. 


WILLIAM WEBSTER 
Bankamerica Company, San Francisco. 


WILLIAM D. WEBSTER 
Victor Chemical Works, Chicago. 


WILLIAM H. WEIs 
Frick-Reid Supply Corporation, Pitts- 
burgh. 


CHARLES H. WESTBROOK 
Chicago and North Western Railway 
Company, Chicago. 


GeEorGE B. WHITFIELD 
The Quaker Oats Company, Chicago. 


JOHN A. WILLIAMS 


Niagara Hudson Power Corporation, 
Syracuse. 
J. G. WILson 


Montgomery Ward & Company, Chicago. 


Wooparp L. S. WILson 
The McKay Company, Pittsburgh. 


Louis WIRTH 
Buffalo Electro-Chemical Company, Inc. 
Buffalo. 


> 


CLEEMANN WITHERS 
Sperry Gyroscope Company, Inc., Brook- 
lyn. 


WILLIAM H. YATES 
Lady Esther, Ltd., Evanston, Illinois. 


JOHN G. YOUNG 
Braman, Dow & Company, Boston. 


Louis S. ZAHRONSKY 
The Wiremold Company, West Hart- 
ford, Connecticut. 


R. C. ZIMMERMAN 
Premier Pabst Corporation, Milwaukee. 
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WAGE AND HOUR ACT TO BE DISCUSSED IN 
ANNUAL MEETING OF CONTROLLERS BY 
ELMER F. ANDREWS, ADMINISTRATOR 


The provisions of the new federal 
Fair Labor Standards Act, better 
known as the Wage and Hour Act, 
will be discussed in one of the sessions 
of the Seventh Annual Meeting of 
The Controllers Institute of America, 
by Mr. Elmer F. Andrews, who has 
been appointed administrator of that 
act by President Roosevelt. Mr. An- 
drews has accepted an invitation to 
take a place on the program of Tues- 
day afternoon, September 27, at the 
Waldorf-Astoria Hotel. 

The Wage and Hour Act will be- 
come effective late in October. Mr. 
Andrews is taking up at once the task 
of preparing a program and a method 
of procedure. In accepting the in- 
vitation to address this meeting Mr. 
Andrews said that he believes The In- 
stitute ‘‘can be of tremendous assist- 
ance to me in my new work.” He will 
discuss his plans, so far as they have 
been developed. 

The general outlines of the pro- 
gram of the Seventh Annual Meeting 
of The Institute have been developed 
by the committee in charge, of which 
Mr. Francis W. Rauhe, of the Ameri- 
can Chicle Company, is general chair- 
man. Mr. F. C. Elstob, of The In- 
ternational Business Machines, is 
chairman of the committee on speakers 
and programs; and Mr. L. W. Jaeger, 
of the Colonial Optical Company, is 
chairman of the conference group sec- 
tion of the program. 

A general session on ‘Federal 
Taxes” has been set up for Monday 
morning, September 26, at 10:30 
o'clock, immediately following the an- 
nual business session of members, 
which will open at 9:30 o'clock, with 
President Henry C. Perry presiding. 

Mr. Paul J. Urquhart, of Aluminum 
Company of America, Pittsburgh, for- 
mer president of The Institute, will be 
chairman of the general session on 
“Federal Taxes.” There will be two 
addresses by outstanding authorities 
on federal taxes, and a considerable 
time for general discussion. 


After an informal luncheon, at which 
there will be no speakers, the after- 
noon session of Monday, September 
26, will be devoted to the general 
topic, ‘A Controller's Place in a Busi- 
ness Organization and His Relations 
with Other Executives.” It is planned 
to have a president of a company, a 
treasurer, a sales executive, and a pro- 
duction executive, give their views as 
to the ways by which a controller may 
be most helpful to them. Mr. Rodney 
S. Durkee, of the Socony-Vacuum Oil 
Company, Inc., a former president of 
The Institute, will be chairman of this 
section of the program. 

Some of the subjects to be covered 
in Group Conferences are: 


“Employee Cooperative Insurance 
Plans” ; 

“Reports: To Executives and Di- 
rectors; and Operating Reports to 
Management.” Mr. I. D. Dawes, Vir- 
ginia Chemical Company, will be chair- 
man of this group. 

“Depreciation Policies.” 

“Inventory Policies.” Mr. Henry F. 
Storck, of Ford, Bacon & Davis, will 
be general chairman of this subject, 
which will be covered in two groups, 
one for manufacturing companies, and 
one for oil, mining and extractive com- 
panies. 

The addresses of President Henry 
C. Perry, and of the president for 
1939 to be elected at this meeting, 
will be delivered at the opening of the 
Monday and Tuesday afternoon ses- 
sions, respectively. 

The meeting will be brought to a 
close with the annual dinner Tuesday 
evening, September 27, at which one 
and possibly two nationally known 
speakers will be heard. 

Arrangements are being made for a 
golf tournament on Wednesday, Sep- 
tember 28, at a nearby country club. 

The complete program will be in 
the mails well in advance of the meet- 
ing dates. The general sessions, ex- 
cept the business meeting of members, 


will be open to visitors. The group 
conferences will be for members only 
and members of their staffs, except by 
special invitation. All sessions will be 
held at the Waldorf-Astoria Hotel, 
New York City. 


New York City Control 
Golf Tournament 

In spite of the heavy rain of the previous 
week the Pelham Country Club golf course 
was in fair condition on July 26 for the 
twenty-six members of the New York City 
Control and their guests who attended the 
annual golf party. Mr. E. B. Nutt, of 
Standard Oil Company (New Jersey), was 
the host of the day, besides being a mem- 
ber of the Golf Committee which also in- 
cluded Mr. Harold E. Logan of Colgate- 
Palmolive-Peet Company and Mr. Thomas 
L. Evans of Weston Electrical Instrument 
Company. 

Everybody had a good time. Prizes of 
P. G. A. Championship golf balls were 
awarded to the men whose scores were as 
follows: 


Low gross—Harold E. Logan, Col- 


gate-Palmolive-Peet Co. ...... —86 
Leroy V. Porter, New York Cen- 
traleSystem\ (6 > s6.5.seceancaeisece —88 
Low net—E. G. Michaels, Vick Chem- 
1eal (Companys aa i6csincs'sse asstaaies —72 
Franklin D. Colburn, The Hege- 
man-iarris: (GO... os caw ws —76 


The majority of members played only 
in the afternoon, but all enjoyed together 
an exceptionally good dinner in the eve- 
ning at the club. The members agree that 
the Pelham Country Club has an unusually 
fine course, and are recommending it as the 
most satisfactory place for the golf tourna- 
ment after the annual meeting of The In- 
stitute in September. 


Unit Costs of Distribution 
(Continued from page 229) 

c) provides many specific meth- 
ods that are fully and easily 
applicable to those functions 
of distribution which most re- 
semble factory operations, par- 
ticularly inventory-handling and 
delivery ; 

d) yields a fund of experience 
that will prove invaluable in 
further developments. 


Visitors Welcome at Annual Meeting 

All general sessions of the coming 
Seventh Annual Meeting of the Con- 
trollers Institute of America will be 
open to visitors, except the annual 
business meeting of members. A wide 
range of subjects of interest to con- 
trollers will be discussed. Programs 
will be mailed to interested persons on 
request. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held June 30, 1938, the applicants named 
below were elected to active membership 
in The Institute: 


CHARLES L. BEARD 
Bell Aircraft Corporation, Buffalo. 

JouHN B. BRODERICK 
Angelina County Lumber Company, 
Keltys, Texas. 

JaMEsS E. CONNOR ; 
American Ice Company, New York City. 

GEORGE J. COUPE ; 

Felt & Tarrant Manufacturing Company, 
Chicago. 

OTTO GRESSENS ; 
Commonwealth Edison Company, Chi- 
cago. 

JoHN M. GULLANS 
Bowman Dairy Company, Chicago. 

VAN T. HALLECK 
The McBee Company, Athens, Ohio. 


CHARLES J. HANZLIK : 
The Equitable Trust Company, Balti- 
more. 

HoMER T. HUFFIELD 
The Capewell Manufacturing Company, 
Hartford, Connecticut. 


HERMAN JAEGER 
Knickerbocker Ice Company, New York 
City. 

MARTIN KEAGY : 
Crowe Name Plate & Manufacturing Co., 
Chicago. 

VERNON T. LEMKE 
Allen B. Wrisley Company, Chicago. 


S. H. LIEBERMAN 
Electrical Engineers Equipment Company, 
Melrose Park, Illinois. 


J. H. Lino, Jr. 
Penick & Ford, Ltd., Incorporated, New 
York City. 

WILLIAM B. Lowry 
J. P. Smith Shoe Company, Chicago. 


GEORGE V. MALMGREN 
Graver Tank & Manufacturing Corpora- 
tion, East Chicago, Indiana. 


RoBERT D. MARSHALL 
Terminal Refrigerating & Warehousing 
Corporation, Washington, D. C. 


Roy C. MENZEL 
General Metals Corporation, Los Angeles. 


CHARLES F. PENDLEBURY 
Veeder-Root, Inc., Hartford, Connecticut. 


HENRY E. RAUCH 
American Thread Company, New York 
City. 

THOMAS F. SPELLANE 
Wm. P. McDonald Construction Co., 
Flushing, New York. 


EpWARD D. SUGRUE 
The Evening News Publishing Company, 
Newark, New Jersey. 

FRANK G. SUTHERLAND 
Illinois Iowa Power Company, Cham- 
paign, Illinois. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 





REGULAR MEETING DATES, PLACES OF 
MEETING, SECRETARIES, OF 
CONTROLS 


Members of The Controllers Institute of America, when traveling, are in- 
vited to visit the Controls located in the principal cities, when convenient. 
Some variations in meeting dates may occur. Consult the Control secretary 
for exact information as to both date and place. 


BALTIMORE—Third Wednesday; Lord Baltimore Hotel; Mr. M. C. Roop, The 
Davison Chemical Corporation, 20 Hopkins Place, Baltimore, Maryland. 
BRIDGEPORT—First Wednesday; University Club; Mr. Harry F. Jopp, Dictaphone 

Corporation, 375 Howard Avenue, Bridgeport, Connecticut. 

BuFFALO—First Tuesday; Buffalo Athletic Club; Mr. H. E. Riordan, Colonial 
Radio Corporation, 254 Rano Street, Buffalo, New York. 

Cuicaco—Fourth Tuesday; Fred Harvey’s Restaurant; Mr. Robert G. Paramore, 
Central Fibre Products Company, 111 West Washington Street, Chicago, II- 
linois. 

CINCINNATI—Second Tuesday; Hotel Alms, Walnut Hills; Mr. Howard G. Hel- 
frey, The Drackett Company, 5020 Spring Grove Avenue, Cincinnati. 

CLEVELAND—Second Tuesday; Hotel Cleveland; Mr. James P. Carpenter, The 
Cleveland Union Stock Yards Company, 3200 West 65th Street, Cleveland, 
Ohio. 

Detrorr—-Second Wednesday; Intercollegiate Alumni Club; Mr. Alvin Kropf, 
R. L. Polk & Company, 431 Howard Street, Detroit, Michigan. 

District oF CoLuMBIA—Fourth Tuesday; Carleton Hotel; Mr. J. E. Heberle, Cap- 
ital Transit Company, 36th and M Streets, Washington, D. C. 

Los ANGELES—Third Thursday; Clark Hotel; J. C. Yarbrough, Los Angeles Rail- 
way Corporation, 1060 South Broadway, Los Angeles, California. 

MILwAUKEE—Second Tuesday; University Club; Mr. W. D. Knickel, Weyenberg 
Shoe Manufacturing Company, Milwaukee, Wisconsin. 

New ENGLAND—Third Tuesday; University Club; Mr. D. R. Anderson, The 
Kendall Company, Walpole, Massachusetts. 

New York City—Third Thursday; Park Central Hotel; Mr. Louis W. Jaeger, 
Colonial Optical Company, Inc., 62 West 47th Street, New York, N. Y. 
PHILADELPHIA—First Thursday; Penn Athletic Club; Mr. Thomas L. Evans, N. 
Snellenburg & Company, Inc., 11th, 12th and Market Streets, Philadelphia, 

Pennsylvania. 

PITTSBURGH—Last Monday; William Penn Hotel; Mr. John L. Glenn, Pittsburgh 
Coal Company, 1126 Henry W. Oliver Building, Pittsburgh, Pennsylvania. 

ROCHESTER—Last Wednesday; Rochester Club; Mr. Edmond S. La Rose, Bausch 
& Lomb Optical Company, 635 St. Paul Street, Rochester, New York. 

St. Lours—Last Tuesday; Missouri Athletic Association; Mr. V. K. Koenig, 
Mississippi Lime Company, Alton, Illinois. 

SAN FRANCIScoO—Third Thursday; Olympic Club; Mr. T. Gartrell, General Metals 
Corporation, 8901 Railroad Avenue, Oakland, California. 

SyRACUSE—Third Monday; University Club; Francis E. Doonan, Hall & Mc- 
Chesney, Inc., P. O. Box 591, Syracuse, New York. 

Twin Cit1es—First Tuesday; St. Paul Athletic Club; Mr. A. E. Ahlberg, North 
Western Fuel Company, East First National Bank Building, St. Paul, Minne- 
sota. 





Some Controls also conduct informal luncheons on a weekly or semi-monthly 
basis—New York, Pittsburgh, District of Columbia. Consult the Control secretary. 
Visiting members welcome. 














Philadelphia Golf Tournament 


“Les” Fowler of Day & Zimmerman, 
Inc., won grateful admiration for his ex- 
cellent demonstration as host to the mem- 
bers of the Philadelphia Control who at- 
tended the Social Golf Tournament on 
June 29 at the Whitemarsh Valley Coun- 


try Club. The weather was perfect, the 
dinner was very good, and the members 
were so pleased with the decided success 
of the get-to-gether, that they immedi- 
ately accepted the warm invitation from 
“Tom” Dinlocker, of the S K F Indus- 
tries, to be his guests at the Huntingdon 
Valley Country Club on July 19. 












Baltimore Control* 

President, Mr. Brooke E. Furr, Mc- 
Cormick & Company, Inc. 

Vice-President, Mr. ARTHUR R. Bur- 
BETT, First National Bank. 

Secretary-Treasurer, Mr. MARSHALL C. 
Roop, The Davidson Chemical Corpora- 
tion. 

Directors: Mr. GrEorGE A. MAXWELL, 
Manufacturers’ Finance Company; Mr. 
WALTER L. Matuis, The Black & Decker 
Mfg. Company; Mr. Myron G. SHOOK, 
The Glenn L. Martin Company. 

* Elected in spring, carry over for 1939 fiscal 
year. 


Bridgeport Control 


President, Mr. Louts M. NICHOLS, Gen- 
eral Electric Supply Corporation. 

Vice-President, Mr. ERNEST R. DAYTON, 
The Russell Manufacturing Company. 

Secretary-Treasurer, Mr. Harry F. Jopp, 
Dictaphone Corporation. 

Directors: Mr. WILtiAM H. FAETH, The 
Bristol Company; Mr. JosEPpH F. Mc- 
CarTHY, United Aircraft Corporation; 
Mr. Froyp A. PEARCE, The Torrington 
Company; Mr. CLirFFoRD F. THOMPSON, 
R. Wallace & Sons Mfg. Company. 


Buffalo Control 

President, Mr. GLENN H. CRAWFORD, 
Dunlop Tire & Rubber Corporation. 

Vice-President, Mr. GEorRGE H. HETLEY, 
Harrison Radiator Division, General Mo- 
tors Corporation. 

Treasurer, Mr. WILLIAM H. WATKINS, 
Hewitt Rubber Corporation. 

Secretary, Mr. Howarp E. RIORDON, 
Colonial Radio Corporation. 

Directors: Mr. ARTHUR A. Batts, The 
Carborundum Company; Mr. WILLIAM L. 
CLarK, Merchants Mutual Casualty Com- 
pany; Mr. WALTER S. Corrig, National 
Gypsum Company; Mr. RONALD E. Dan- 
IELS, The Federal Portland Cement Co., 
Inc.; Mr. A. NoRMAN GRAF, Ontario Bis- 
cuit Company; Mr. ALBERT H. RUMBLE, 
Remington Rand, Inc.; Mr. L. CLayToNn 
VALLIER, Buffalo Foundry & Machine 
Company. 


Chicago Control 

President, Mr. GrorcE D. E. Mc- 
ANINCH, Victor Manufacturing & Gasket 
Company. 

Vice-President, Mr. J. A. DONALDSON, 
Montgomery Ward & Company. 

Treasurer, Mr. WILttamM T. Voict, W. 
F. Hall Printing Company. 

Secretary, Mr. ROBERT G. PARAMORE, 
Central Fibre Products Company. 

Directors: Mr. KENNETH E. ARM- 
STRONG, Marshall Field & Company; Mr. 
Epwin W. Bursotrt, A. B. Dick Company; 
Mr. W. C. Davis, George C. Peterson Com- 
pany; Mr. JAMEs M. GrBBons, Standard 
Cap & Seal Corporation; Mr. Roy S. Hot- 
DEN, Public Service Company of Northern 





Officers and Directors Elected by 
Controls for 1939 


Illinois; Mr. HerBert E. Hort, The 
Palmer House; Mr. ALLEN U. HUNT, 
Jewel Tea Company; Inc.; Mr. CHRISTIAN 
E. JARCHOW, International Harvester Com- 
pany; Mr. J. F. LANE, The Pepsodent Com- 
pany; Mr. Cuares F. Scutty, General 
Candy Company; Mr. JEREMIAH G. SMITH- 
WICK, Swift & Company. 


Cincinnati Control 

President, Mr. SAMUEL SMICKLER, 2033 
Calvin Cliff, Cincinnati. 

Vice-President, Mr. G. BAIN WATERS, 
The Richardson Company. 

Treasurer, Mr. LEONARD C. BERENS, 
The Andrew Jergens Company. 

Secretary, Mr. Howarp G. HELFREY, 
The Drackett Company. 

Directors: Mr. GEORGE F. BRENNER, The 
Cincinnati Gas and Electric Company; Mr. 
Mark R. Dayton, The Hardy-Burlingham 
Mining Company; Mr. JOHN G. QUICK, 
The Union Central Life Insurance Com- 
pany. 


Cleveland Control 

President, Mr. HuGu L. Patcu, The 
Standard Oil Company (Ohio). 

Vice-President, Mr. L. D. McDonatp, 
The Warner & Swasey Company. 

Treasurer, Mr. RoBERT J. SNYDER, Steel 
and Tubes, Inc. 

Secretary, Mr. JAMES P. CARPENTER, The 
Cleveland Union Stock Yards Company. 

Assistant Secretary, MR. JOHN H. BLAck, 
Bailey Meter Company. 

Directors: Mr. F. J. Carr, American 
Steel & Wire Company; Mr. J. E. HEIDGEN, 
Basic Dolomite, Inc.; Mr. H. H. Hoitin- 
GER, The Firestone Tire & Rubber Com- 
pany; Mr. MATH W. THERNES, The Ohio 
Public Service Company; Mr. H. P. THoRN- 
TON, The White Motor Company; Mr. 
THOMAS J. TosIN, Erie Railroad Company. 


Detroit Control 

President, Mr. WALTER J. GERICK, So- 
cony-Vacuum Oil Company, Inc., White 
Star District. 

Vice-President, Mr. MELBOURNE C. 
Emery, Bull Dog Electric Products Com- 
pany. 

Secretary-Treasurer, Mr. ALVIN Kropr, 
R. L. Polk & Company. 

Directors: Mr. LESTER R. Downie, Kel- 
sey-Hayes Wheel Company; Mr. JOHN E. 
Hearst, S. S. Kresge Company; Mr. Ev- 
GENE C. HOoeEuzie, Packard Motor Car 
Company; Mr. Noe E. KEELER, Ameri- 
can Blower Corporation; Mr. ARTHUR F. 
LiskA, Burroughs Adding Machine Com- 
pany; Mr. Harry A. SNow, The Detroit 
Edison Company. 


District of Columbia Control 
President, Mr. WILiiaM R. LitTLE, The 
Evening Star Newspaper Company. 
Vice-President, Mr. HUMPHREY LLoyD, 
Washington Properties, Inc. 


Secretary-Treasurer, Mr. J. E. HEBERLE, 
Capital Transit Company. 

Directors: Mr. JOHN Davies, Woodward 
& Lothrop; Mr. FRANKLIN H. KEN- 
WORTHY, Chesapeake and Potomac Tele- 
phone Company; Mr. RAYMOND G. Marx, 
The Riggs National Bank. 


Los Angeles Control 


President, Mr. HERBERT T. SHORT, Be- 
kins Van & Storage Company. 

Vice-President, Mr. H. S. BERGSTROM, 
Pacific Finance Corporation of California. 

Secretary-Treasurer, Mr. J. C. Yar- 
BROUGH, Los Angeles Railway Corporation. 

Directors: Mr. GEORGE W. Fay, Hydril 
Company; Mr. GeorGcE H. Forster, Union 
Oil Company of California; Mr. HOMER 
E. Lupwick, Firestone Tire & Rubber 
Company; Mr. CrypE A. WarNE, Califor- 
nia Consumers Corporation. 


Milwaukee Control 

President, Mr. L. G. REGNER, Briggs & 
Stratton Corporation. 

Vice-President, Mr. WERNER LuTz, Jos. 
Schlitz Brewing Company. 

Secretary-Treasurer, Mr. W. D. KNICKEL, 
Weyenberg Shoe Mfg. Company. 

Directors: Mr. SHEPARD E. Barry, The 
Northwestern Mutual Life Insurance Com- 
pany; Mr. CHARLES J. GREBEL, Milwaukee- 
Western Fuel Company; Mr. J. A. KEoGH, 
Allis-Chalmers Manufacturing Company; 
Mr. R. P. SCHWALBACH, Wadhams Oil 
Company. 


New England Control 

President, Mr. CHARLES W. TUCKER, 
H. P. Hood & Sons, Inc. 

Vice-President, Mr. DwiGuT B. BILLINGS, 
Pacific Mills. 

Treasurer, Mr. E. STEWART FREEMAN, 
Dennison Manufacturing Company. 

Secretary, Mr. Davin R. ANDERSON, The 
Kendall Company. 

Directors: Mr. Gerorce E. BASKIE, 
American Optical Company; Mr. ALDEN C., 
Brett, Hood Rubber Company, Inc.; Mr. 
THOMAS A. DuNBaR, Boston Elevated 
Railway Company; Mr. JOHN S. LEAROyD, 
Jr., Hygrade Sylvania Corporation; Mr. 
WILLIAM J. MAGEE, Norton Company; 
Mr. HENRY C. Perry, The Heywood- 
Wakefield Company; Mr. C. ELiis SPEN- 
CER, Crompton & Knowles Loom Works. 


New York City Control 


President, Mr. JOHN H. MAcDOoNALp, 
National Broadcasting Company. 

Vice-President, Mr. FRANCIS W. RAUHE, 
American Chicle Company. 

Treasurer, Mr. FRANK J. Scott, The 
Morris Plan Corporation of America. 

Secretary, Mr. Louts W. JAEGER, Colo- 
nial Optical Company, Inc. 

Directors: Mr. E. H. BRANDON, Irving 
Trust Company; Mr. Georce D. ELLIS, 
Combustion Engineering Company, Inc.; 
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Mr. FREDERICK C. Exstos, International 
Business Machines Corporation; Mkr. 
THomas L. Evans, Weston Electrical In- 
strument Corporation; Mr. Henry F. 
LASHER, Ebasco Services Incorporated; Mr. 
P. H. LITTLEFIELD, Canada Dry Ginger 
Ale, Inc.; Mr. FREDERICK H. MEEDER, 
New York Central System; Mr. E. G. 
MICHAELS, Vick Chemical Company; Mr. 
Epwarp B. Mixziar, Yardley of London, 
Inc.; Mr. E. B. Nutt, Standard Oil Com- 
pany (New Jersey); Mr. E. F. C. PARKER, 
New York World’s Fair 1939, Inc.; Mr. 
J. F. Twomey, National Dairy Products 
Corporation. 


Philadelphia Control 


President, Mr. DANIEL H. SCHULTZ, 
Leeds & Northrup Company. 

Vice-President, Mr. ELMER Hart, Penn- 
sylvania Railroad Company. 

Treasurer, Mr. FRANK M. FISHER, Le- 
high Coal & Navigation Company. 

Secretary, Mr. THoMas L. Evans, N. 
Snellenburg & Company, Inc. 

Directors: Mr. R. C. CASSELBERRY, Sharp 
& Dohme, Inc.; Mr. THomas W. DIN- 
LOCKER, S K F Industries, Inc.; Mr. VERL 
L. Extuiott, The Atlantic Refining Com- 
pany; Mr. ALLEN L. Fow Ler, Day & 
Zimmerman, Inc.; Mr. WILLIAM F. R. 
MuNNICH, Philadelphia Electric Company ; 
Mr. Ear D. Pace, Philadelphia & Read- 
ing Coal & Iron Company; Mr. DONOVAN 
H. Tyson, United States Pipe & Foundry 
Company. 


Pittsburgh Control 

President, Mr. E. R. CLARKSON, Kauf- 
mann Dept. Stores, Inc. 

Vice-President, Mr. JOHN M. AuTtTY, 
Pittsburgh Screw and Bolt Corporation. 

Treasurer, Mr. WILLIAM E. SCHEIBLER, 
The Union Trust Company of Pittsburgh. 

Secretary, Mr. JOHN L. GLENN, Pitts- 
burgh Coal Company. 

Directors: Mr. VINE F. Covert, West- 
inghouse Electric & Manufacturing Com- 
pany; Mr. Water H. Dupka, Jones & 
Laughlin Steel Corporation; Mr. CLIFFORD 
A. Hitt, Dravo Corporation; Mr. JOHN 
A. Krut, G. C. Murphy Company; Mr. 
WiILtiAM L. Naytor, Gulf Oil Corpora- 
tion; Mr. NorMAN K. SCHALLER, Superior 
Steel Corporation; Mr. J. FRED WOESSNER, 
Pittsburgh Coke & Iron Company. 


Rochester Control 

President, Mr. JOHN N. LAMBERT, Sni- 
der Packing Corporation. 

Vice-President, Mr. C. J. VAN NIEL, 
Eastman Kodak Company. 

Vice-President, Mr. DONALD B. WEB- 
STER, The Garlock Packing Company. 

Secretary & Treasurer, Mr. EDMOND S. 
LaRosE, Bausch & Lomb Optical Company. 

Directors: Mr. LAWRENCE S. CALLA- 
GHAN, The Todd Company, Inc.; Mr. HEr- 








TIMELY FIGURES! 

Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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BERT J. NOBLE, Taylor Instrument Com- 
panies; Mr. Epwin C. RowortTH, Strom- 
berg-Carlson Telephone Manufacturing Com- 
pany. 

San Francisco Control 

President, Mr. C. C. GIBSON, The Par- 
affine Companies, Inc. 

Vice-President, Mr. J. F. Garvin, Fibre- 
board Products, Inc. 

Treasurer, Mr. REESE TUCKER, Balfour 
Guthrie & Company, Ltd. 

Secretary, Mr. T. GARTRELL, General 
Metals Corporation. 

Directors: Mr. RICHARD F. CHARLTON, 
Matson Navigation Company; Mr. LEON- 
ARD W. HuGHEs, California Corrugated 
Culvert Company; Mr. JOHN R. MCKEE, 
California Casualty Indemnity Exchange; 
Mr. FRANK J. MELEY, The H. C. Cap- 
well Company. 


St. Louis Control 


President, Mr. JOHN C. Naytor, Pet 
Milk Company. 

Vice-President, Mr. ARTHUR C. SCHU- 
CHARDT, Lambert Pharmacal Company. 

Vice-President, Mr. F. Eakin, A. E. 
Staley Manufacturing Company. 

Secretary-Treasurer, Mr. V. R. KOENIG, 
Mississippi Lime Company. 

Directors: Mr. JOHN F. CULVER, Cen- 
tury Electric Company; Mr. H. F. Har- 
RINGTON, The Boatmen’s National Bank 
of St. Louis; Mr. Louis C. KuNz, Mallin- 
ckrodt Chemical Works; Mr. A. T. LEIM- 
BACH, Edison Brothers Stores, Inc.; Mr. 
R. O. Monnic, International Shoe Com- 
pany; Mr. Louis G. Rowe, Emerson 
Electric Manufacturing Company; Mr. E. 
J. SPIEGEL, Gaylord Container Corporation. 


Syracuse Control 

President, Mr. GrEorGE K. CHRISMER, 
Easy Washing Machine Corporation. 

First Vice-President, Mr. DUNCAN K. 
VAN CLEEF, L. C. Smith & Corona Type- 
writers, Inc. 

Second Vice-President, Mr. STEPHEN B. 
ANDREWS, Goulds Pumps, Inc. 

Secretary-Treasurer, Mr. Francis E. 
Doonan, Hall & McChesney, Inc. 

Directors: Mr. HusBert L. BALME, 
Oneida, Ltd.; Mr. JoseEPH W. Crossy, 
Will & Baumer Candle Company, Inc.; Mr. 
LESTER W. FieELD, The Lamson Company, 
Inc.; Mr. Howarp W. HENDERSON, New 
Process Gear Corporation; Mr. JOHN A. 
WILLIAMS, Niagara Hudson Power Corpo- 
ration. 

Twin Cities Control 

President, Mr. H. G. PETERSON, Minne- 
apolis-Honeywell Regulator Company. 

Vice-President, Mr. GrorGE H. Hess, 
Jr., Great Northern Railway Company. 

Vice-President, Mr. REYNOLD A. LEE, 
Powers Mercantile Company. 

Secretary-Treasurer, Mr. AtpricH E. 
AHLBERG, North Western Fuel Company. 

Directors: Mr. H. J. ANDERSON, Pitts- 
burgh Coal Company of Wisconsin; Mr. 
GorRDON C. BALLHORN, General Mills, 
Inc.; Mr. HERBERT P. BuETOW, Minne- 
sota Mining & Manufacturing Company; 
Mr. ERNEST G. KELLETT, Northern States 
Power Company; Mr. C. W. PERRINE, 
Minnesota Amusement Company; Mr. E. 
M. RICHARDSON, Investors Syndicate; Mr. 
L. D. Sinciarr, Foley Brothers, Inc. 





243 


Seasoned certified public accountant, 
with unusually complete and thoroughgoing 
educational background and wide experi- 
ence with young college men in coaching 
and other athletic work, desires position 
as treasurer, controller, auditor, or chief 
accountant. Business experience consists 
of four years in branch office operations, six 
years as treasurer and controller of moder- 
ate sized corporations, and eight years in 
public accounting practice, principally with 
one of the larger firms of certified public 
accountants. Considered exceptionally well 
qualified to handle financial details and to 
interpret the accounts of a business to its 
management. Address “The Controller,” 
Box Number 252. 








PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 













Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 
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TELEPHONE BRIDGE .; 


TO VACATIONLAND 


a 
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COSTS LESS AT NIGHT 
OR ON SUNDAY 


Long Distance provides a quick, convenient bridge 
between you and your vacation — regardless of 
where you're going. 

You can call ahead to make hotel reservations 
—to find out whether friends will be home — to 
learn about roads, canoes and camp sites. 


After you get there, you can keep in touch with 
home or office, avoid worry, and enjoy your 
vacation more. 

And if you go back to town leaving the family 
at lakeside or seashore, Long Distance will help 
make the silent house seem less lonely. 


The toll on Long Distance bridge has been 
repeatedly reduced in recent years. It’s low dur- 
ing the day and still lower after seven 
every evening and all day Sunday. See 
the sample rates below — and then try 
a sample! 





Here’s how little it costs to telephone: 


#&STATION-TO-STATION 


BETWEEN AND Week- Night and 
day Sunday 


Washington, D. C. Atlantic City, N.J. $ .65 $ .40 
New York Provincetown, Mass. -85 55 
Los Angeles Tucson, Ariz. 1.40 85 
Kansas City Colorado Springs 1.70 1.05 
Cleveland Bar Harbor, Me. 2.20 1.35 
Chicago Glacier National Park 3.75 2.25 
New Orleans Rainier National Park 5.50 3.75 

* 3-minute station-to-station rates. Reduced rates are 


in effect from 7 P.M. to 4:30 A.M. every night and 
all day Sunday. 
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A FEW COPIES LEFT— 


of the Booklet 


“BUDGET METHODS AND PROCEDURES 
OF MANUFACTURING COMPANIES” 


While They Last - $1 a Copy 


800 Copies Sold Since First Announcement 


This is the booklet which contains a report of an afternoon’s discussion of 
budgeting by 160 Controllers of leading manufacturing companies, in one 
of the sessions of the Spring Conference of Controllers, on April 25, con- 
ducted by The Controllers Institute of America. It includes four specially 
prepared papers, and a report of an animated discussion—the latest word on 


this most important subject. 


The controllers who attended this Conference on April 25 (except mem- 
bers of THE CONTROLLERS INSTITUTE OF AMERICA), each paid a 
registration fee of $1.00 to hear, as well as to participate in, this discussion. 
Many came from long distances, incurring railroad and hotel expenses in 


addition to the registration fee. 


You can reap the benefits of this Conference and discussion for the small sum 
of $1.00. It is a 40-page booklet, crammed with interesting information. 


Plans Are Under Consideration for Publication of Additional Booklets, Presenting 
Reports of Discussions in Other Sessions of the Spring Conference. Watch for Later 
Announcements. 


To Obtain One of the Remaining Copies of the First Booklet—‘Budget 
Methods and Procedures of Manufacturing Companies’”—Send $1 in cash 


or check to— 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-Second Street New York City 


























Greater speed of the Comptometer, without sacrifice of accuracy, 
is simply a matter of one operation as opposed to two. Ordinary 
machines require that keys be pressed, then lever pulled by 
hand or motor-operated. With the Comptometer, the entire 


COMPTOMETERS keep Eastman 


No thinking person can “laugh off” the fact that so many progressive 
businesses have adopted Comptometer methods. For a demonstration 
in your own office, on your own job (without obligation, of course), 
telephone your local Comptometer representative, or write direct to 


Felt & Tarrant Mfg. Co., 1734 North Paulina Street, Chicago, Illinois. 


operation of adding, subtracting, multiplying or dividing is 
completed by pressing the proper key or keys. Seconds saved 
by the elimination of the second operation quickly mount up 
to precious minutes, hours ... and dollars. 


Kodak Co. figures “in focus” 


Every business is a picture in figures. Those figures 
should be as accurate and sharp-focused as an expert 
photographer’s print. “Hazy” figures may well lead 
to “hazy” decisions—and “blurred” profits. 

In the manufacturing plants and offices of the 
great Eastman Kodak Company, more than 100 Compt- 
ometers are used for handling such important figure 
work as production, costs and payroll, inventory con- 
trol, general accounting and statistical work. 

Tribute to Comptometer methods is the fact that 
Eastman Kodak Company has used Comptometers since 
1908, found them accurate, efficient, and flexible enough 
to meet rapidly changing business conditions over three 


turbulent decades. 
THE MODEL J COMPTOMETER 


COMPTOMETER 


Reg. U. S, Pat. Off. 














